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Cotton comes clean! 


THE CLEANER and earlier that cotton comes from the field, the higher its 
market value. So cotton growers everywhere, alert to new methods, are 
making profitable use of AERo* Cyanamid, Special Grade, a unique nitrogen 
fertilizer which, when properly used, will also defoliate cotton. 

When Aero Cyanamid is evenly dusted on cotton plants by airplane or 
ground dusting equipment, it causes the leaves of the plants to drop off 
within a week or ten days. As a result, the early cotton bolls are exposed to . 
more sunlight and boll-rot losses are reduced; the late bolls open more AMERICAN Cyanamid COM PAN. 
uniformly and practically all of the crop is harvested in the first picking. 
W ithout leaves on the plants the cotton is easier to hary est by hand or 30 ROCKEFELLER PLAZA, NEW YORK 20, N. % 
machine, and leaf stain and trash are reduced to a minimum. No wonder this 
Cyanamid development is being hailed as an aid to hand picking or snapping 
and as the necessary partner of mechanical picking or stripping. 

This is a typical example of the way American Cyanamid Company research 
is helping agriculture and industry to bring better products into your home. 
*Trade Mark 

Materials for the A gricultual Industry —one of the many industries served by Cyanamid 
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The March of the News 


Bugle call, muted. The first flare of 
anger over war in Korea had died down 
last week . As it does with all crises, 
official Washington was adjusting itself 
to this one .. . The initial tension and ex- 
citement on the surface seemed to be 
gone .. . The war—along with the budget, 
politics, prices and baseball—hac appar- 
ently slipped into place as one more topic 
of Washington conversation. 


To some it seemed that 
Government was 
. There was no 


Take it easy. 
the official line of the 
to play down the war 
disposition to shrug it off After all, 
Americans were fighting The first 
casualty lists since World War II were 
coming out from the Pentagon building 

But officials appeared to be deter- 
mined to ward off any war hysteria be- 
fore it could get started. 

President Truman set the pace ... He 
spent the long Fourth of July week end 
cruising aboard the presidential vacht 

. Daughter Margaret and a few close 
friends were with him . . . In full view of 
reporters on the accompanying press 
boat, he strolled the deck in casual 
clothes and gave every appearance of a 
man out to get away from his workaday 
worries. 


In stride. Other officials, most of them, 
followed the President’s lead . . . As 
time permitted, Secretary of State Dean 
Acheson slipped away to putter around 
his nearby farm Fellow Cabinet 
officers got away from their offices when 
they could The same atmosphere 
enveloped Capitol Hill . On the day 
after the Fourth holiday there weren't 
enough Senators on hand to transact the 
one important piece of business scheduled 
for that session . Congress, despite a 
war, still was talking about quitting at 
the end of this month. 

Nobody thought for a moment that the 
top men of the Government—in Congress 
and out—were taking the Korean situation 
lightly . . . There was genuine concern in 
Washington ... Any time there is shoot- 





ing in some corner of the world things 
can get out of hand, and everyone recog- 
nized it .. . There was more to the casual 
appearance than met the eye. 


The real idea was to fix in the public 
eye a picture of the Government in a 
calm mood . . . to keep Korea in its place 
a pint-sized incident, not a full-scale 
war... The reason was easy to find... 
War talk can start war scares and all that 
goes with them . . . Hoarding, rocketing 
prices, panicky buying and selling here 
and there Official Washington was 
doing everything it could to keep a firm 
line against the Communists, and keep 
the home front cool at the same time. 


So goes the nation. The official mood 
was reflected across the country ... War 
stories dominated the front pages of 
most newspapers, but there was room 
for other news . . . In Oklahoma, a slam- 
bang senatorial primary election was 
fought over the issue of farm prices, not 
war... In New York, the water shortage 
still was big news . . . In Baltimore, they 
were talking about such heavy rains for 
this time of year . . . As they do in peace- 
time, people clucked their tongues over 
the number of accidental deaths that 
came with the Fourth of July. 


Kilroy is here. Actually, under the sur- 
face, Washington was living with the 
war in Korea and getting set to do so 
for a long time, if necessary . . . The 
lights burned late at the Pentagon 
They burned late at the State Depart- 
ment and the White House, too 
Hundreds of Government workers were 
kept at their desks by the crisis. 

The President, his Cabinet and his war 
leaders were in almost constant commu- 
nication .. . Draft machinery was put in 
working order Security regulations 
were quietly restored to military installa- 
tions, the U.S. Capitol and some other 
buildings. 

The “cold war” had moved over a bit 
to make room for a little “hot war.” 
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Sinbad 


wasn’t so bad off! 


COMPARED TO YOU, SINBAD THE SAILOR HAD IT EASY! 
All he had to carry around was the Old Man of 
the Sea. And he finally got rid of his burden. 


But YOU, Mr. Citizen and Taxpayer, are carrying 
on your shoulders a crushing and steadily growing 
load of debt and taxes that will be a burden to you, 
your children and THEIR children. 


217 BILLION SPENT IN 5 YEARS! Do you realize that, 
in the five “peacetime” years since June, 1945, our 
federal government has spent a total of 217 
BILLION dollars? 


Do you realize that, to help pay for this spending, 
you are working three months out of each year just to 
pay taxes? Yet, even so, taxes aren’t enough. We'll 
end this year owing still more money, just as we 
have every year but two since 1930. * 


Do you realize that our burden of national debt alone 
(notcounting state and local governmentdebts) has now 
reached the staggering total of 258 BILLION dollars? 


A THREAT TO THE FUTURE AND SECURITY OF EVERY 
AMERICAN! This kind of spending results in ever- 
increasing debt and higher and higher taxes. It 
threatens the security and prosperity of every 
American—of every business—of every industry—of 
every farmer—and of every salaried employe, stock- 
holder, and hourly worker. 


It’s a threat to the value of your savings, your invest- 
ments, your insurance. Above all, it’s a threat to 
your ability to keep enough out of what you earn 
to live decently, clothe and educate your children, 
and hold up your head as a free American citizen. 


WHAT'S THE ANSWER? There is one answer—and only 
one. SIMPLE, SENSIBLE, DAY-BY-DAY ECON- 
OMY IN GOVERNMENT. The same kind of 
economy that most of us practice in our daily lives. 
Spend what we can afford, but don’t spend money we 
don’t have! 

Is there any good reason why that same kind of 
economy shouldn't be practiced in our national, state, 
and local governments, too? 


REPUBLIC STEEL 


Republic Building, Cleveland 1, Ohio APPLICATIONS UNLIMITED! 


A GOOD PLACE TO WORK- 


A GOOD PLACE TO STAY 





It’s Republic Flat-Rolled Steel — used for 
everything from automobile bodies to 
bathtubs...gl ing kitchen utensils to 
power transformers... office equipment 


to refrigerators, ranges and washing 
machines. Wherever you live, wherever 
you go...your life is made easier by 
Republic's versatile, economical steel. 
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Newsgramt — 


Washington, D. C. 

These things seem now to be reasonably clear: 

War in Korea is to be quite long, nct short; hard, not easy. Fighting, 
gradually, will get down to the guerrilla type. U.S. will bear the main burden. 

Big war, world war, isn't likely to grow soon from war in Korea. 

Warlike moves, new flare-ups can be expected in other areas. Formosa is one 
place to watch. Berlin is another. Yugoslavia is a third. 

Russia, testing, aims to get U.S. tangled up in many places with strength 
spread thin. Russians, themselves, aren't fighting anyplace. They egg others 
on, get them to fight, then preserve and build up their own strength. 











Cost of little war, any war, will be substantial. War cost of at least 3 
to 4 billions additional is likely as a result of war in Korea. 

U.S. military is down for 13.7 billions in year started July l. Military 
aid to Europe is down for 1.5 billions. Korean war will add 2 billions, maybe 
more. Total: 18 billions or more--part in orders to be paid for next year. 

Costs for the smallest kind of war run high. 








YT 


The need for men is to rise, too. U.S., committed to police the world, 
possesses 10 whole divisions of troops. It will take 2 or 3 in Korea alone. That 
leaves 7 or 8, uncommitted, to Russia's 150 or more. 

Military needs for men, inevitably, will rise Somewhat. 





Draft use, starting, will tend to spur voluntary enlistments. 

Draft can take up to 600,000 men under existing man-power limits. l-A's, 
youths 19 through 25, classified and ready to be called, number 1.5 million. 

Actual drafting will be much less than that. First draft will take 25-year- 
olds. It may exhaust that class and then dip down to lower age groups. Law 
limits inductions to those aged 19 through 25, with older ages to go first. 

Registered are 9.8 million in age groups eligible now to serve. Exempt are 
married men, those with dependents, necessary men in farming and industry. 

Organized reserves, naval in particular, may get a limited call next. 











Civilians before long will face mild buying curbs. Curbs, at first, are to 
concern use of installment credit, mortgage credit, under plans considered. 

Military orders, rather small recently, will enter a sharp rise. 

Civilians, already buying almost all that many industries can turn out, 
will have to make way for the military. The more civilians run for goods, the 
firmer and broader will the controls have to be. 

Official hope is that voluntary controlling by steel, oil, others of the 
basic industries will make most formal controls unnecessary. Mild curb on the 
use of credit may be all that is needed now, if civilians keep their heads. 





Rationing is not considered for this little war. Price control is not 
either. Material allocations, if possible, will remain voluntary, not formal. 

Mortgage credit: Tightening is probable. Installment credit: Terms are to 
become less lenient. Again, an attempt is likely to be made to tighten up on 
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use of credit through voluntary action, through pressure on banks and other 
lending institutions before Congress is asked for power to crack down. 

There's danger, so long as military demands rise only moderately, that a 
drastic move to curb civilian buying might go too far and upset things. Idea is 
to mobilize more for war without disturbing the peacetime economy much. 


Unless war grows to a scale not yet indicated: 

Auto output will continue at a high level. Auto production is unlikely to 
be cut by steel, other shortages to a level below 6 million cars and trucks. 
Refrigerators, other appliances will still be produced in big volume. 

Housing starts can stay at around 1 million, maybe a little less. 

Clothing items, mostly, will remain superabundant. Nylon products might 
turn up Short if buying runs persist. Shirts, underwear, all cotton goods will 
be abundant. Men's suits aren't to become scarce. Shoes are abundant. 

Food of almost all kinds is abundant. Sugar is in surplus. Meats are to be 
plentiful. Milk products are to remain abundant. 

There is as much chance--or more--that curbs on buying will go too far as 
there is that they won't go far enough. U.S. industry can fit in a very 
big military program with a very big civilian program without causing anybody 
any great inconvenience, or limiting profits very much. 























Inflation pressures, temporarily at least, will grow. 

Living costs will edge higher. Food prices move up with war. Clothing, in 
many lines, will be marked up a little. Price cuts are to be few. 

Wage demands, as a reSult, very probably will grow bigger. 

Any war, even little, tends to lay the groundwork for price rises. Price 
control is not now in sight. Again, the initial move will be to try to induce 
industry and labor to hold the price line, to avoid touching off more inflation. 

Danger is that industry and individuals will scramble to build up their 
inventories of goods. Scattered runs, now appearing, might grow. It is then 
that Government would be forced to act to keep things in balance. 











Tax-increase proSpect will grow as war costs rise. 

Tax on corporation income is likely to be raised a little this year. 
Individual income, barring bigger war, won't be taxed more. 

Excise tax cuts, if war goes on, are likely to be limited sharply. 














Wars cost money, even little wars come high. Somebody has to help pay the 
bill. Tendency at the start is to put the bill on bigger corporations. 


One more war indicates these things: Big bombers aren't an automatic 
guarantee of easy victory. Tactical air, tied with ground operations and badly 
neglected by U.S., can be more important than strategic air power in pinches. 
Weatherman, in Korea and elsewhere, doesn't take orders from U.S. Air Force. 

Air Force has overplayed its hand. Navy, neglected, cut down, turns out to 
be the vital service. Marines, sidetracked by Joint Chiefs of Staff, can't be 
there to get the situation in hand. The big-time planners muffed it badly. 

Army, ground troops, as usual, has the job to do. Magic weapons still 
aren't winning wars. U.S. always tends to learn the hard way. Military got all 
set to fight the kind of war that hasn't come, and probably won't--soon. 














Keep this situation in mind: U.S. now is committed to defend Formosa. 
Communist China says Formosa is hers. Bombing attacks may come. U.S., with a 
defense job, would have to strike at the source of bomb attacks. China then would 
try to hit back at U.S. Navy and other U.S. forces. Then: U.S. could be in a war 
with Communist China--deeply tangled in Asia, with Europe insecure. 

Stalin, planning trouble for U.S., probably would be happy to get this 
country involved in a big war in Asia far from his No. 1 goal: Germany. 
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This git cay? write and calculate an (nvotce 


The Burroughs Calculating-Billing Machine 
writes and calculates an invoice in less time 
than tt ordinarily takes just to copy it. 


On a Burroughs, the operator needs to type only 
part of the invoice. Her Burroughs automatically 
computes and, at the touch of one key, prints 
the complete extension — multiplier and answer! 
Typing time is saved. 

And as extensions are printed, the Burroughs 
totals them automatically and prints the total 
from a single total key. The operator types none 
of them. More time is saved... errors in typing 
amounts are impossible. 


This Burroughs is the only calculating-billing 


Burroughs ¢; 








machine that computes as it types... that com- 
putes by direct mechanical multiplication, not by 
repeated addition. It makes the various steps of 
typing and calculating one fast, continuous oper- 
ation... accomplishes more work with /ess effort. 


If your billing costs are rising, let Burroughs 
bring them down! For information on the appli- 
cation of Burroughs Calculating-Billing Machine 
to your work, call your local Burroughs office, 
or send the coupon for your copy of 
Faster Billing with the Burroughs 
Calculating-Billing Machine. 





BURROUGHS ADDING MACHINE CO. 
Detroit 32, Michigan 


Please send me my copy of Faster Billing 
with the Burroughs Calculating-Billing Machine. 


Street and Number 





City and State____ stiles as tesla 


Name = Seats mids _— 











Whispers 


Arms-for-Japan Idea Gains 
President Reluctant on Controls 


For B-36? 


President Truman is beginning to 
agree with Army and Navy officers 
that bombing alone cannot win wars. 
That decision is to affect all U.S. 
mobilization and war-planning poli- 
cies, with more emphasis on building 
ground forces, Navy strength. 


xk * 


Dean Acheson, Secretary of State, is 
not yet convinced that the time has 
come to have a showdown with 
Joseph Stalin and his dictatorship. 
Generals and admirals prefer to get 
at the heart of the trouble in Moscow 
rather than to thin out U.S. strength 
all around the fringes of the earth. 


n *& *& 


Russia’s Stalin, as military officials 
see it, cannot afford to permit his 
Communist allies in Korea to be 
pounded without helping out with 
more supplies and advisers from 
Russia, plus Communist armies from 
China. 


x* * 


Gen. Omar N. Bradley, Chairman of 
the Joint Chiefs of Staff, was slow to 
react to recommendations of the 
Navy on how to use naval forces, 1n- 
cluding Marines, in dealing with 
trouble 7,000 miles from home. The 
Navy hasn’t been popular with other 
services for suggesting that the Pa- 
cific, not necessarily the Atlantic, 
might be the scene of trouble. 


xk * 


Gen. Hoyt S. Vandenberg, Air Force 
Chief of Staff, wishes now that he had 
paid more attention to Army and 
Navy arguments that more attention 
should be devoted to developing air 
power to work with ground and sea 
forces, with a little less devoted to 
the idea of strategic bombing. The 
B-36, to date, hasn’t played much 
part in the latest war. 


x* * 


John J. McCloy, U.S. High Com- 
missioner in Germany, is finding that 
American officials suddenly are react- 
ing more favorably to his idea that 


8 


West Germans must be allowed to 
build security forces equal to, if not 
larger than, thcse built by Russians 
in Eastern Germany. Trend is being 
set strongly toward rearmament of 
West Germany. 


x * 


Gen. Douglas MacArthur is revising 
his ideas about permitting Japanese 
to have a military force. The idea 
that Japan should be disarmed for- 
ever is dying. 


noe OX 


The President still hopes that he can 
put off until after November elections 
a request to Congress for revival of 
many wartime controls. At the start, 
he prefers to try out voluntary plans 
for dividing scarce materials. 


x * * 


Senate leaders are planning to get 
out of town by August 1 without 
voting more money for the war in 
Korea, but expect to be back to deal 
with war problems after making 
soundings at home. The official line 
is to play down the war as a minor, 
local incident that can be financed 
out of contingency expenditures. 
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A Minor Role 


John Snyder, Treasury Secretary, 
guessed wrong by 2.4 billion dollars 
on what the Government would spend 
in the year ended June 30, largely be- 
cause Louis Johnson, Defense Sec- 
retary, didn’t spend as much money 
for arms as he planned to spend. 
When shooting started, U.S. was long 
on plans, but short on much equip. 
ment and man power. 


x * *® 


Mr. Truman’s budget for the year 
that started July 1 is to be far more 
out of balance than the 3.1-billion- 
dollar lack of balance for the year 
just ended. The idea was to sweeten 
up the 1950 budget for election-year 
purposes. 


x * & 


Senator Chan Gurney, of South Da- 
kota, defeated for renomination by 
Representative Francis Case, is con- 
vinced that he would have won if the 
election had been held after the ex- 
plosion on Korea. Friends of Senator 
Frank Graham, of North Carolina, 
are saying the same thing. Senator 
Gurney feels that he was beaten be- 
cause he favored large spending for 
military preparedness. 


xk * 


Businessmen wanting big loans from 
the Government’s RFC discovered 
that it doesn’t hurt to have a word 
from someone at the White House, or 
high up in Democratic Party circles, 
to get a loan clinched. Senators pry- 
ing under the surface of RFC loans 
are getting a lesson in the way a little 
push from the right source can lead 
to ready access to dollars. 


k & & 


Sumner Pike, Acting Chairman of 
the Atomic Energy Commission, ran 
into trouble getting Senate confirma- 
tion for a new term largely because 
he hadn't favored higher prices for 
uranium ore. It was the vote of two 
Colorado Senators, from a _ State 
where uranium ore is found, that led 
to a recommendation adverse to Mr. 
Pike’s reappointment. 
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Pr your Chicago vacation now. With the great Chicago Fair of 

1950 (open until Labor Day) and the interesting International Trade Fair 
(Aug. 7-22), Big League baseball games, beautiful parks and beaches, 
theatres and gay night spots, there’s real vacation excitement for everyone. 
At the world-famous Palmer House—“host to the nation since 1871”— 

you will enjoy friendly Hilton hospitality and the convenience of being 
right in the center of the city. The Palmer House is the home of 

the fabulous Empire Room which features the “Parade of Stars”— 


the greatest array of entertainment stars in America. 





| Use our Inter-Hotel Reservation Service or teletype your nearest Hilton Hotel | 
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The Spiramid, Symbol of 
the Chicago Fair of 1950 


HILTON OPERATED HOTELS 


In Chicago 
THE STEVENS and 
THE PaLtmer House 
In New York 
Tue Piaza and THE ROOSEVELT 
In Washington, D.C, 
THE MAYFLOWER 


In Los Angeles 
Tue Town House 


In Dayton, Ohio 
Tue Dayton BILTMORE 
In El Paso and Lubbock, Texas 
Tue Hitton Horted 
In. Albuquerque, New Mexico 
Tue Hitton Hote. 


In Chihuahua, Old Mexico 
THE Pavacio Hitton 


In San Juan, Puerto Rico 
Tue Carise Hitton 














This Yarn Involves 


100,000,000 Gallons a Day 


100,000,000 gallons of water daily is a lot of water, but that’s what this 
plant uses in the production of rayon yarn. 

Because steady delivery of this huge daily volume of water is vital 
to the processing operations, pumping equipment must be dependable. 
That's why four Fairbanks-Morse Pomona Vertical Turbine Pumps were 


chosen. 

In any pumping operation, whether the requirements involve a few 
or thousands of gallons per minute, the name to remember in pumps 
is Fairbanks-Morse for efficiency...economy... dependability, 
Fairbanks, Morse & Co., Chicago 5, Illinois. 


a name worth remembering 


DIESEL LOCOMOTIVES AND ENGINES @ ELECTRICAL MACHINERY © PUMPS ® SCALES 
HOME WATER SERVICE AND HEATING EQUIPMENT @ RAIL CARS @ FARM MACHINERY 
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Vital Scramble to buy is under way 

able. | withwar. Run for goods, though, 

were § is localized, not panicky, not out 
of hand. 

few Light autos are harder to get. 

‘MPS | But food is abundant. So are 

at most items of clothing. There'll 
be enough if people don’t get 
more excited. 

Big shortages, to date, are 

9 showing in materials. Business- 

~~ | men held back on buying, now 

ING | ae rushing in. 

mae A rush to buy goods is touched off 
by war in Korea. Scattered runs have 
developed on sugar, soap flakes, tires, 
shoes, autos, household appliances. 








Here and there, merchants have run 
short of goods temporarily. Appearance 
of one shortage starts rumors and sparks 





nilarly goods that were scarce in 
the last war. Yet, by and large, the 
"buying public has shown relatively 
Hiittle excitement. Tendency to 
"hoard is localized, is confined to a 
Stew products and a few impres- 
‘ionable people. 

| The real rush to buy, however, is 
"tuming up among businessmen and 
among manufacturers. The fact of 
war—even localized war—means an 
"inevitable rise in Government de- 
‘mands for all kinds of war ma- 
| terials, from steel to paper. When 
sthis war struck, it found dealers 
vand producers usually with moder- 
pate to low supplies of materials 
and products on hand. Inventories 
had been allowed to dwindle all 
Sduring 1949, and in 1950 a rise in 
consumer buying had taken most of 
yhat could be produced. 

Caught short, businessmen have 
loose a flood of new orders for 
all kinds of goods at a time when 
they already were trying to build 
ip stocks. Result is a strong sellers’ 
market in more and more materials. 
Steel demand is immense, even 
after months of record-breaking 
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arush to buy other products, partic- 


IMPACT OF WAR: A RUSH TO BUY— 
BUT MOST THINGS ARE PLENTIFUL 


production. Allocations, by producers 
themselves, already are being used for 
some steel items. Building materials for 
the greatest construction boom in history 
now are in even greater demand as 
builders buy ahead, to protect against 
worsening of shortages. Virtually all 
metals are rising in demand, as industry 
bids for supplies in anticipation of Gov- 
ernment stockpile buying. 

Shortages, as a result, are cropping up 
all along the line. Gray markets, with 
premium prices gladly paid, are appear- 
ing here and there. Critical shortages, of 
the type that prevailed at the peak of 
war output, however, have not de- 
veloped. Yet tight spots that cause build- 
ing delays and interfere with production 
are showing up. Further rises in the 
tempo of business buying, even without 
any panic orders, can bring more delays 
and more breaks in production schedules. 

Buyers, for firms and families, need to 
take a close look at the situation. 

What can be seen is this: 

Most things used in everyday living 
are to be adequate. Observers, in busi- 


‘ 
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—Castens 


BUILDING MATERIALS 


. .. @ buying rush could bring more shortages 





Reported from SAN FRANCISCO, NEW YORK, CHICAGO, WASHINGTON 


ness and Government, see no reason to 
get excited about consumer supplies. 
Some things, almost certainly, are going 
to be a little harder to find. And prices 
of a good many things are going to be 
higher. Yet shortages of the kind that 
call for rationing are not in the picture, 
not right now. 

Durable products—autos, refrigera- 
tors and the like—are in great demand, 
even without war. Most families have 
listed at least one or two major pieces 
of equipment to be replaced soon. With 
war started, the tendency is to go ahead 
and “buy while the buying’s good.” 

Auto sales, for example, have spurted 
here and there at 4 time when a record 
production rate has barely kept up with 
demand. Used cars, as well as new ones, 
have been in rising demand since war 
started. Anything like panic buying of 
cars could push delivery dates ahead by 
many months for the more popular makes 
and models. 

Refrigerators, automatic washing ma- 
chines, freezers and other important 
home-equipment products, too, are being 
looked over by more and more 
store customers. Output, on the 
other hand, is limited by supplies 
of steel, copper and other materials 
that armies need. Any indication 
that war might spread could un- 
balance supply and demand for 
these products quickly. 

Gasoline and tires, on the 
other hand, are plentiful, despite 
rumors of scarcities in tires and a 
few runs on that product in the last 
ten days. In a real war, with any- 
thing like full mobilization, both 
tires and gasoline would be at a 
premium quickly. At this time, 
however, there is little excitement 
about shortages of these. There is 
even less about coal supplies. 

Building materials, already 
scarce in many cities, are not ex- 
pected to get much tighter unless 
dealers and builders attempt to 
build up big inventories in antici- 
pation of a bigger war. The build- 
ing industry is putting up new 
homes and apartments at some- 
thing like a capacity rate. It cannot 
absorb much more in the way of 
materials than it is taking now. But 
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a rush to stock up on lumber, bricks, ce- 
ment and the like can bring worse short- 
ages, building delays and higher costs 
for home buyers. 

Furniture for new homes, too, could 
be bid up in price by dealers’ orders, 
but no real shortage is in sight. Produc- 
tion is high, and store stocks are ade- 
quate. Yet industry leaders are telling 
furniture stores to buy now in order to 
get ahead of Government stockpiling of 
more steel and other war materials. 

Food is abundant, although some of 
it is going to cost more money. With in- 
comes high and rising, most families can 
afford to satisfy their appetites. Demand, 
thus, is high. Crops look somewhat 
smaller in 1950 than in recent years. Yet 
there are no pressing scarcities and no 
runaway demand. A reserve is available 
in the form of vast stocks of many kinds 
of food acquired by Government in price- 
support operations. 

Bread, for example, is not going to run 
short. There is plenty of wheat on hand 
or in sight for all needs. Canned goods 
are plentiful, although the new 1950 
packs may be marked up slightly in 
price. Meat is rising in price as slaughter 
drops off for the summer. Yet last spring’s 
larger pig crop is counted on to put down- 
ward pressure on pork prices this autumn 
and winter. Chicken supplies are high, 
and relatively inexpensive. 

Milk, like pork, should set a record 
this year for production, which means 
heavy dairy supplies. Any big rise in 
demand can be eased by Government 
sales from enormous stocks of dried milk 
and cheese. Potatoes are superabundant. 
Sugar is encountering a growing demand 
and rising in price, but no shortage is 
expected unless scare buying spreads. 





CLOTHING IS ADEQUATE 
Panic buying could send prices soaring 
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STRUCTURAL STEEL 
... gray markets are appearing 


—Castens 


Clothing is to be in adequate supply, 
although panic buying by consumers 
could clean out stocks of some clothing 
items quickly and send some prices soar- 
ing. A rush to buy already has occurred 
here and there, but on a limited scale. A 
few individuals have stocked up on 
nylons, shirts, other pieces of clothing 
that were hard to buy during war. 
Merchants, even more, have stepped up 
their orders for shoes and suits. 

Men’s woolen suits are going to cost 
more in the months ahead. Wool stocks 
are scarce and rising in price the world 
over. Woolen cloth and such products as 
rugs are following that trend. Nylon 
goods—hose, slips, other things—could 
become hard to find in any scramble to 
buy. The nylon supply is limited, and 
any speed-up in Government buying for 
such war products as parachutes would 
mean less nylon for civilians. There is 
plenty of rayon, however, to ease that 
pinch. 

Cotton goods are being bought up 
more rapidly by businessmen. Biggest 
increase, though, is in industrial fabrics, 
as business gets ready to bid on Govern- 
ment contracts for tarpaulins, tents and 
other field equipment for war. Price 
trend is up, even for civilian cotton 
products. But there still is unused mill 
capacity to meet rising demands. 

Shoe output, too, can be expanded. 
Heavy buying by retailers right now is 
tending to bring that expansion, as well 
as a hike in prices. Back of shoe prices is 
a rising trend in prices of hides and 
leather, which could be aggravated by 
purchases of military footwear. 

Picture for industry, like that for 
consumers, is one of reasonably good bal- 
ance between supply and demand of 
most commodities. Yet it is a picture that 
can change. Bigger military orders soon 
are to be piled on top of tremendous 
civilian orders. In that situation, any 
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business jitters can cause trouble. Al. 
ready, a step-up in business buying has 
affected many commodities. 

Paper is an example. Most kinds of 
paper have been in high and rising de. 
mand for months, with inventories low 
and pulp stocks still lower. Now an in- 
crease in orders is boosting prices for 
every type of paper except newsprint. 
Industrial chemicals also are being bid 
up in price, along with vegetable oils 
and raw sugar. In the first 10 days of 
war, there were price rises, too, for bur- 
lap, cocoa beans, coffee, cotton, print 
cloth, rosin and tallow. 

Higher demand is sparking move price 
increases on heavy fuel oil for industry, 
Stocks of that commodity on the East 
Coast are down 18 per cent from the 
level of a year ago. 

Appetite of industry for rubber, at 
the same time, is tremendous and due to 
increase still more if stockpiling opera- 
tions are stepped up. Industry leaders, as 
a result, demanded that Government re- 
open its stand-by plants to turn out more 
synthetic rubber, and three were ordered 
into operation. 

Outlook, over all, is one that is caus- 
ing little official excitement but much 
official study. Rationing for consumers 
and allocations for industry are not be- 
ing considered yet. But any mad scramble 
for goods, at retail or wholesale, could 
force Government to step in and control 
distribution of scarce goods. Power to 
take the first long strides toward controls 
already is in Administration hands. Few 
businessmen doubt that this power will 
be used quickly, even without any big 
spread in war, if it appears that civilian 
buying is about to interfere with speed- 
up now expected in war preparations. 





—Photos by Black Star 


FOOD IS ABUNDANT 
A mad scramble could force controls 
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MEN UNDER 





FIRE: 


GI'S VS. 






TANKS 


Reported from U.S. FRONT LINE IN KOREA 


Here is a front-line dispatch— 
an eyewitness account of young 
American soldiers, under fire for 
the first time in Korea: 


A young American lieutenant nib- 
bled on a blade of grass, peered up 
the deserted Korean road and mut- 
tered, “We are what is known as a 
‘calculated risk.’ ” 

He was one of 400 Americans rushed 
to Korea a few hours after General Mac- 
Arthur decided ground troops were 
needed. The troops were pulled out of 
their quarters in Japan and hustled to 
the front. Their assignment was to try 
to check the advance of tank-supported 
North Korean Communists—something a 
South Korean Army of 100,000 had not 
been able to do. 

The “calculated risk” battalion dug in 
along the main west-coast road and rail- 
road—the invasion route of the Com- 
munist tanks. Young GI’s whose faces 
had never felt a razor sat in the hot 
Korean sun cleaning and oiling rifles. 
Sergeants who talked tough but handled 
their men with the tenderness of par- 
ents shouted orders to disperse vehicles, 
dig slit trenches, camouflage ammunition 
dumps and do the tasks that are almost 
second nature to battle veterans. 

The orders didn’t make much sense to 
a lot of these youngsters. Somebody asked 
one group how many World War II 
veterans were with them. No one spoke 
up. 

On one hill a red-faced GI shouted 
into a field telephone. On another hill 
a couple of miles away soldiers laughed 
and joked as they dug an emplacement 
for the battalion’s only antitank gun. 
They swapped schoolboy jokes back and 
forth. 

They didn’t seem to realize their 
plight—45 artilleryvmen armed with one 
artillery piece, a couple of light bazookas, 
and supported by a few hundred in- 
fantrymen, all charged with preventing 
a break-through by tanks that had ter- 
rorized South Korea as they rolled un- 
resisted and at top speed across the 
countryside. 

“My boys aren’t going to run,” said 
Lieut. Allan MacCauley of Detroit. 

“They've had training for this sort of 
thing. They know how to pick off the 
first and last tank in a column and then 
give the rest a working over.” 
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Somebody asked if these troops wanted 
to fight. 

“Nobody wants to fight,” snapped the 
lieutenant. “But I guess we've got to do 
it sooner or later, and we might as well 
get it over with. That’s how these boys 
feel.” 

From above came the faint purr of 
fighter planes. A couple of the boys 
looked apprehensively at shallow fox- 
holes. Somebody said the fighters were 
Mustangs and everybody relaxed. 

Then three of the planes peeled off. 
Terrified GI’s hit for cover as the fighters 
came raeing in, spewing machine-gun 
bullets and beating up the earth with 
rockets. A nearby ammunition dump 
went up with a bang. The GI’s looked as 
though they were frozen to the bottoms 
of their foxholes. 

For 25 long minutes the strafing planes 
roared back and forth, peppering the 
whole area. For some reason, no one was 
hit. As the fighters came over for the 
last time, a soldier whistled to himself 
and said, “If I get through this ’m going 
to dig me the deepest foxhole in the 
world.” 

A tew hours later a North Korean 
reconnaissance unit came probing along 
the road, slowly, tentatively. This was a 
bad sign. The artillery reinforcements 
Lieut. MacCauley had been expecting 
that night were not going to get there 


ahead of the Communists. 
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The one gun on the hill opened up and 
the Northerners retreated. After that 
there was a lull. Then came the tanks. 

They lumbered down the road as 
though looking for trouble, right into the 
path of the 400 waiting GI's. The anti- 
tank gun snapped into action. It knocked 
out several tanks. But the Communists 
brought up reinforcements. They ma- 
neuvered so that they cut between the 
gun and the infantrymen. That silenced 
the gun—the crew couldn’t risk firing and 
hitting the foot soldiers. 

Then the infantrymen went into action 
with bazookas, machine guns and rifles. 
It was too much of a job. They couldn't 
knock out the Communist tanks without 
more artillery. Perhaps five were disabled 
before the Communists managed to get 
in behind American infantry positions. 

The GI's fought until their ammunition 
was all gone. Only then did they retreat. 
It was that or annihilation. At least one 
American was killed—maybe more. An 
unannounced number were wounded. 

The retreat came four davs after the 
400 Americans—the “calculated risk” bat 
talion—dug their first slit trenches along a 
Korean roadside. They didn’t stop the 
North Korean tank drive. But they didn’t 
run, either. They delayed the tanks long 
enough to permit American 
forces to dig in at defense positions with 
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more guns and equipment. That, after all, 
was their job. 





—Wide World 


FOOT SOLDIERS ON THEIR WAY TO KOREAN FRONT 


They were calculated risks 











VICTORY IN KOREA IN 3 MONTHS? 


A TELEPHONE INTERVIEW WITH JOSEPH FROMM 


Regional Editor in the Far East for U.S. News & World Report 





EDITOR’S NOTE: To get perspective on the war 
in Korea, the editors of U.S. News & World Re- 
port interviewed Regional Editor Joseph Fromm 
in Tokyo by overseas telephone, just before this 
issue went to press. 

Fromm is a seasoned war correspondent who 
has been in and out of the fighting in Korea from 
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the time of the initial Communist attack. He 
went in with American troops for their first en- 
gagement and was with them under fire. He has 
been in close touch with General MacArthur's 
headquarters. We present on these pages the te/e- 
phone conversation between Fromm one the 
Pacific war front and the editors in Washington. 
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(By Overseas Telephone 
between Tokyo and Washington) 


Q How does this thing look to you people out there 
now, Joe? 

A I think people misjudged in thinking that when 
a few Americans arrived the whole thing would be 
over. People don’t realize that it takes quite a few 
men—and it takes time to get them up to the front, 
too. 

Q Did the U.S. have many men up at the front in 
those first engagements? 

A Well, when the first North Korean attack oc- 
curred on American positions we couldn’t have had 
much more than 400 men up there. 

Q Are our troops mostly green men? 

A I'd say a large proportion of them are. 

Q Where are the veteran fighters? 

A There aren’t many veteran fighting people in 
the Army as far as GI’s are concerned. 

Q What do you mean by that? 

A Well, in the American Army most of the GI’s 
are civilians. I mean, they have a civilian back- 
ground. We’ve got some good tough sergeants and 
noncommissioned officers who have stayed in since 
the last war, but many of the GI’s—perhaps as much 
as 60 or 70 per cent—really are cubs. 

Q What about the pilots—are they green, too? 

A No. Most of the pilots are veterans—very ex- 
perienced and doing an expert job. But, so far as 
ground troops are concerned, that first group of a few 
hundred was all we had in the front line when the 
first Korean tanks hit them. 

Q Those North Koreans—they’ve been getting 
some excellent military advice, haven't they? Doesn't 
it look that way out there? 

A I think the Russians are back there giving them 
advice—perhaps helping plot their strategy, laying 
down some of their battle plans. 

The North Koreans have some good soldiers of 
their own, too. I think some of their tougher soldiers 


are North Koreans who served with the Chinese 
Communists. That seems to be apparent. 

Q Did the Chinese Communists ever have a chance 
to get the kind of training these North Koreans seem 
to have? 

A Well, in the early days of this campaign, the 
North Koreans ran into practically no opposition. 
Their morale is good. They’re brave. They know how 
to handle tanks and they’re not afraid to be shot at. 

Q Where did they get their skill in tank warfare? 

A After all, the Russians supplied the North Ko- 
rean Army with light tanks perhaps a year ago. 

Q Do you think the Russians have been training 
these tank crews? 

A It doesn’t take much skill just to drive a tank 
down a road—especially if you have no opposition. 

Q All their soldiers seem to be pretty skillful. Do 
you imagine the Russians have been training them? 

A No question about it. 

We’ve had an advisory military group in South 
Korea and, certainly, the Russians have had an advi- 
sory group in North Korea for some time. Some of 
these fellows are very good infantrymen. 

As for the tanks, this isn’t the sort of tank warfare 
we saw in the last war. Out here they are driving 
tanks down a road, between the rice paddies. You 
don’t have to be too skillful to do that. 

Q There is a lot of speculation in this country over 
how the North Koreans were able to spring this war 
with such complete surprise. What do you hear out 
there about that? 

A Our military intelligence appears to have been a 
complete flop. They had no knowledge whatever that 
this thing was coming off. I haven’t met a single offi- 
cer who says that he did know it was coming. 

The American Army men in Korea admit that they 
had no information on it. Although we had estab- 
lished during the past few months that a very sub- 
stantial number of tank reinforcements were given to 
the North Koreans by the Russians, nobody saw this 
thing coming. If our intelligence was as good as it has 
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been publicized as being—they say we have agents 
everywhere—then headquarters should have had in- 
formation about this thing in advance. 

Q How long is this war going to last—how does it 
look to you? 

A I’ve heard estimates running from three to four 
months. Some people say it will take that long to get 
the Communists back to the 38th parallel. 

Q Are we going to stop at the 38th parallel? 

AI think General MacArthur’s strategy is this: 

He knows that all the diplomats out here are wor- 
ried that if we go over the 38th parallel the Russians 
-even if they don’t want to—may have to declare 
war for reasons of their own security. 

General MacArthur is trying at the moment to take 
the offensive by knocking out communications and 
causing so much devastation in North Korea—their 
communications and things—that it will take them a 
long, long time before they can get in position to 
attempt another invasion. 

Q You mean, he wants to do the job by aerial de- 
struction so it won’t have to be done by invasion? 

A That’s part of it. Also, these raids are intended 
to knock out the communications that link North 
Korea with China and Russia. That would make it 
extremely difficult to move reinforcements and more 
aid into North Korea if the Chinese Communists 
should decide to come in. 

Q What sort of communications are there north of 
the 38th parallel? Are there any good highways and 
railroads up there? 

A Communications to China and Russia are very 
tenuous. They consist of a few single-track railroads 
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and a couple of bridges. 


To Korean Borders, Not Beyond 


Q How far north will the U.S. go in this drive to 
destroy communications—all the way up to the Rus- 
sian border? 

A Yes, sir. Right up to the frontier. We won’t go 
over the frontier into Russia—that’s policy. But we’ll 
go right to the border and knock out the link between 
North Korea and Russia, and perhaps Communist 
China. 

Q Any sign that the U.S. will go into Communist 
China? 

A We will not go into Communist China unless the 
Chinese Communists get into this war, and I doubt at 
the moment they will. You can’t be sure, but it 
doesn’t look like it now. 

Q Are there pretty good signs that they won't? 

A Up to now, there has been no evidence that they 
will. I was at one “briefing” at our advance quarters 


Time Needed to Stop Attack ... Test for New Weapons... 


Why a General War Isn’t Expected ... Japanese Scared 


in Korea and there was one intelligence report that in 
the raid on Kimpo airport somebody saw about 200 
bodies pretty badly torn up and some of these were 
wearing Chinese Communist uniforms. But a South 
Korean colonel said he examined the bodies and they 
were not Chinese but North Koreans. 

Q How could he be so sure, just by looking? 

A Well, one Korean can tell another Korean. 

Q Do these Russians and Chinese who talk the 
same dialects as the North Koreans—do they look 
like the Koreans? 

A The Koreans who served with the Chinese Com- 
munists on the mainland speak Chinese. In these 
border areas on Korea many people speak Russian. 

Q But don't they all look alike? 

A Not exactly. You can tell 
Chinese. 

Q How much time have you spent over in Korea 
this week, Joe? 

A I moved up to the front with tht first Americans 
and I was caught with them in the first attack they 
suffered from the air—it was quite terrifying. The 
worst attack I’ve been in during a war, I think. 

Q Were you nervous? 

A Was I nervous? I was scared, plenty! I landed 
in a drainage ditch running alongside our command 
post. I didn’t come out smelling of roses, either. 

Q When were you over again? 

A I returned a couple of nights later. I’ve been 
over there twice more in the past ten days. 

Q How do you think the morale of our troops is? 

A When I was up there the boys were in pretty 
good humor but—certainly—they were scared. I 
asked a lieutenant up there how the boys felt and he 
said, ‘““Of course, any man is scared of getting into a 
fight. Nobody wants to get killed.” 

Q Are the South Koreans showing any more pep 
or fight? 

A Not yet. They’ve been in a pretty bad state. 
Their situation from the point of view of position has 
been extremely confused. 

Q Have we got to do this whole job ourselves? 

A No. Of course, we have to stop the North Ko- 
reans and then push them back. Then there are some 
South Koreans who can be put back into the fight. 
I don’t think they’re yellow. But they were surprised; 
they were demoralized by tanks. And, once you start 
retreating, it’s hard to stop. 

Q Will we be able to win this thing with just one or 
two divisions, or will it take more? 

A I’m confident we can, and I think most of our 
military men are. One or two divisions with terrific 
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air power and a blockade of the coast probably can 
do the job. Air power is giving the North Koreans a 
terrific amount of trouble. 

I think people get too excited on the tactical side 
of this thing. We have been in this war with ground 
troops only a relatively few days. It takes time to 
push back a victorious army of 100,000 men. 

Q Isn't our main stuff getting there? 

A I think our main force is getting into action right 
while we’re telephoning—they have been getting into 
position. 

Q How about our weapons? Are they adequate? 

A Well, they weren’t the first couple of days. We 
were fighting a desperate battle then. In fact, at that 
first American position we had maybe 400 men, one 
antitank gun and one mortar—that was the artillery, 
rushed to Korea by airplane. 

Q Do you think we can do the job of winning with 
what we've got in Japan? Have we got tanks? 

A We’ve got an armored division here and it has 
mechanized equipment. During the past few months 
these boys have been on maneuvers and they are 
ready. 

Q Does General MacArthur appear worried? 

A He seems to be going through his regular routine 
without much change. I think he’s pretty confident 
that we can do this job. 


Effect of New Rifles and Jets 


Q What about these new defense weapons the 
ground troops were going to have that would stop 
anything? Have they anything like that in action yet? 

A One of the things you can expect to hear about 
is the recoilless rifle. That’s a powerful gun, very 
light, that can go through armor, has a very good 
range and can be moved about almost like a stick. 

Q When are they going to get things like that into 
action? 

A It’s quite possible it already has been in action 
against those North Korean tanks that were knocked 
out. 

As a matter of fact, we are testing many of our new 
weapons—such as this rifle and the jets. But, so far, 
there has been no evidence of any new Russian ma- 
teriel. For example, the only plane the North Koreans 
have shown up with so far is the Yak, which is an 
old-style plane. They’ve appeared with no jets—up 
to now, at least. 

Q Isn't it possible that it’s better to have a lot of 
old-style stuff than a small amount of new-style 
weapons? 

A Not necessarily. One of our new-style weapons 
can cause a lot of trouble for a whole lot of old-style 
stuff. 

Take the Russian Yaks, for example. Yaks are fast. 
But, when they come up against our fighters, even 
our F-51s, they don’t stand much of a chance. I think 
it is significant that, up to the time this call came 
through, none of our planes had actually been shot 
down by enemy planes in combat. Some of them have 
had trouble with ground fire. 


Q Do we have complete control of the air? Is there 
still some fighting going on? 

A During the past several days there has been very 
little evidence of the North Korean air force. As a 
matter of fact, during one 48-hour stretch there was 
no report of the appearance of any North Korean 
planes. Since then they’ve made a few strikes. 

Q Have there been any signs of Russian bombers 
to bang up our communications? 

A There have been no bombers from the North 
Koreans—only fighters. 


Red Stars on Korean Planes 


Q Is there any sign of any North Korean, Chinese 
or Russian air cover for their movements yet? 

A There was one report that came out the other 
day when I was in Korea that, in a flight of Yaks 
sighted over one airstrip, two of them had the red in- 
signia of Russia. That wasn’t necessarily significant, 
though, because there is no evidence they were 
flown by Russians. 

After all, we know the Russians are supplying 
Koreans with planes and it might very well be that, 
since we’ve knocked out quite a few, they might 
have pushed in some reinforcements so speedily that 
they didn’t have time to paint out the red star. 

Q What about our jets? This is their test, isn’t it? 

A That’s a point I’d like to touch on. 

The jet fighters we have are very fast—nothing 
can touch them—but they are operating very far 
from the front. Even with a large fuel tank, they 
can remain over the target only 20 or 25 min- 
utes—and that isn’t long enough. Jets are good and 
effective only when they have goals that are very 
close by. 

Another lesson we’ve learned is that the F-82— 
that’s the twin-engine, all-weather Mustang fighter 
some pilots thought was not much good—is proving 
to be a pretty good weapon. These planes can go 
out on long-range strafing missions, cover their tar- 
gets and stay up six or seven hours. 

They are learning even more important things 
about the F-51, the single-engine Mustang that had 


been put in moth balls. The Americans had very few | 


of them over here in combat readiness, but they have 
proved to be the most effective hitters so far. 

They’re fast, they’re maneuverable, they have 
range. They can carry out low-level strafing. When 
the jets go out on a low-level mission the fuel pours 
out of them like water. 

Q What have they learned about aircraft-carrier 
operations? 

A Aircraft carriers are vital to the over-all mis- 
sion. The U.S. needed some good heavy blows up 
north against communications, and they needed 
bombers that had fighter cover. The aircraft carrier 
could send out its jet bombers with jet-fighter cover 
any time it wanted to, and it has been doing just that. 

So far, it has caused extensive devastation with- 
out suffering any loss. 

Q Moving in ground troops shows that the men 
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wt there are pretty sure they can’t win with planes 
done, doesn’t it? 

A Yes. And the Air Force boys admit it—from 
the generals down to the pilots. 

In many ways this is regarded out here as a valu- 
able lesson. After all, there has been a lot of talk put 
out by some of the armed forces about what they 
could do that has mislead the public. I think now 
we are getting some real evidence of just what the 
truth is, what weapons can be used, how important 
certain techniques are. 

Q How do people out there feel about this war? 

A I haven’t talked with a single diplomat or high 
oficial or anybody from the United Nations, not 
een any Korean—and I’ve talked with a lot of 
thm in the past 10 days—who feels that the Rus- 
sans have any intention of allowing the Korean war 
to erupt into a general war. The only thing that 
would change that is if the Russians felt that the 
counterattack by U.S. forces threatened their own 
security. 

In other words, the feeling here and in Korea is 
that when the Russians let this thing loose they had 
no intention that it should lead to a general war. 

Q You mean just in the Far East? 

A These people feel that that is so not only in the 
Far East, but all over the world. 

Q What makes them so sure? 

A In South Korea the Russians surrendered the 
element of surprise. 

Yesterday I was over to see some of the people 
here in Tokyo whom I consider the most astute ob- 
servers of political affairs, and they point out—and 
this is supported by our own military people—that 
in the Korean affair we don’t have to commit forces 
that would jeopardize our security elsewhere. I’m 
sure the Russians realize that, too. 

In other words, the forces we are going to commit 
there already are in Japan—or have been until now. 
They are forces which, if there had been a general 
war even without the Korean affair, would have 





been in the Far East anyhow. 


How Many Fronts Can U. S. Face? 


Q But, if the Russians start trouble on four or 
five fronts, won’t that tend to get the U.S. too weak 
to meet a general attack? 

A I haven’t met anybody over here who feels that 
this sideshow in Korea—or even if the Russians 
start another sideshow someplace else—will do that. 
They feel that America still can produce enough to 
take care of these light excursions by the Russians 
without jeopardizing our major security. 

Q Now that drafting for the armed services has 
been authorized, do the American officers out there 
favor calling reserve volunteers to active duty? 

A No one out here feels the situation is so serious 
or the shortage of men so acute as to require it. They 
feel that the situation out here can be handled by 
the men from Japan and that we still will have 
fnough troops to maintain our position in Japan. 
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Q Is Russia building up any forces around Vladi- 
vostok? 

A I haven’t gotten any evidence of it. 

Q And you say there is no evidence yet of the 
Chinese Communists coming in—but they’re pretty 
far away, aren’t they? They couldn't get there right 
away under any circumstances, could they? 

A The Chinese Communists have some of their 
best troops in Manchuria. That’s not too far away. 
They could get them over, all right. But I think 
they are going to find it more and more difficult to 
get them in as we cause more damage to the com- 
munications in the North. 

I am inclined to believe that, if Russia and the 
Chinese Communists were going to come into this, 
they would have come in within the past few days. 

Q Is there much excitement in Japan? Are the 
newspapers there playing up the war? 

A Yes, indeed. The newspapers are putting out 
extras every time there is news from Korea. The 
Japanese are pretty excited. 

The people over here are uncertain. They are a 
little worried and afraid, since we are fighting this 
war from Japanese bases. I suppose they are afraid 
they are going to get hit. But there have been no 
mass evacuations to the country or anything of that 
sort. ; 


Nobody Thinks We'll Be Pushed Out 


Q Do they think we might be pushed out of South 
Korea? Does anybody think so? 

A No. Nobody thinks we are going to allow our- 
selves to be pushed out. There is a possibility in a 
short time of amphibious landings. I have no infor- 
mation on it.now, but it seems logical, with Marines 
coming out here, to have that sort of warfare. 

Q That will be weeks, won't it? 

A We hear the Marines are on the way. 

Q Doesn't this sort of thing move very slowly? 

A Our first mission is to stop the North Korean 
advance, consolidate our position while the stuff is 
coming up, and then to start moving. Meantime, our 
Air Force will be sustaining its offensive in the North. 

Q Where are the North Koreans getting the fuel 
for their tanks? There can’t be many filling stations 
along the road, can there? 

A That’s exactly the point. That is why I’m sure 
the effect of these continuous air bombardments is 
going to be felt by the North Koreans—and soon. 

My long-range optimism on the course of the 
Korean war may be all wrong, but I’m close to the 
war and to the soldiers fighting it and I just can’t 
imagine their being whipped. Of course, there’s al- 
ways the possibility that the North Korean Army is 
tough enough to push us out of South Korea. But, 
in view of our air power, the quality of our equip- 
ment, the bravery demonstrated by our GI’s, I doubt 
that the Communists can knock us out before we 
can build up sufficient strength to handle them— 
always, of course, provided the Russians don’t jump 
in with both feet. 
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ENEMY HAS BIG EDGE—AT START 


Reported from TOKYO and WASHINGTON 


Stalin can call the turn in 
Korea. It's up to him to decide 
whether fighting is a local flare- 
up or a fuse for World War Ill. 

No test of strength is under 
way, yet. Neither Russia nor U. S. 
is all-out in Korea. Stalin, out- 
wardly, is on the side lines. 

U. S. strategy is to harass com- 
munications, make it hard for 
Soviet aid to come in. But a major 
move by Russia can start real 
trouble. 

War in Korea, how long it is, how 
hard fought, how costly in lives and 
in effort, depends largely on the roles 
of Soviet Russia and of Communist 
China. 

Over all, the advantage, if she wants 
to use it, lies with Russia. Using man 
power and weapons available to them in 
the Far East, Russia and China could 
force the U.S. out of Korea, take the 
whole country. But such action would 
lead to World War III. 

If the war is to be confined to Korea, 
with the U.S. and the South Koreans, 
backed by the United Nations, pitted 
against North Koreans using Russian 
weapons but no Russian troops, then war 
will end as an incident. 

At this stage, neither Russia nor the 
U.S. is engaged in an all-out test of 
strength in Korea. U.S., for the United 
Nations, is committing no more strength 
than can be spared from more important 
parts of the world. Russia appears eager 
to keep the war going, if possible, with a 
few arms, a little advice and little more. 

As a border war, a fight on the 
frontier of two worlds, the Korean con- 
flict gives most of the advantages to the 
North Korean Communists and to Russia. 

Russian territory touches the northern 
tip of Korea. As the bomber flies, it is 
less than 100 miles from Vladivostok, 
Russia’s capital in the Far East, to the 
Korean frontier. The Russians have about 
600,000 troops in this part of the Far 
East and the Russian Maritime Provinces 
have their own war industries. Much of 
the equipment for modern warfare, how- 
ever, must come from European Russia, 
thousands of miles away by the Trans- 
Siberian Railway. 
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The Russians have given the North 
Korean Communists enough material and 
enough training to fight a war against 
the South Koreans. North Korea, when 
it attacked the South Koreans, had an 
Army of 100,000 men, many of whom 
had combat training with the Commu- 
nists in the civil war in China. These 
forces were trained by Russians to use 


Russian arms, but, in first weeks of the 
Korean war, there was no evidence that 
Russians were involved in the fighting. 


At the start of the war, there seemed 
to be no shortage of man power or of 





JOB FOR THE NAVY 
... destination Korea 


arms on the Communist side. As fight- 
ing continues, with the U.S. sending in 
its forces, however, there may be an in- 
creasing need for more troops for the 
North Korean forces. Other avenues are 
open for reinforcements. 

Communist China, too. borders Korea. 
By air, it is less than 150 miles from 
Mukden, capital of Communist Man- 
churia, to Korea. Communist China, with 
the world’s largest Army, has at least 2 
million men in North China and _ in 
Manchuria. Close to the borders of 
North Korea there is a Chinese Com- 
munist force of about 200,000 men, 
twice the size of the whole North 
Korean Army. 

Communications between both China 
and Russia and the battle fronts in Ko- 
rea, however, are long and difficult, easily 


accessible to U.S. bombers. Roads from 
the frontier to the battle fronts are few. 
many of them now cut where bridges 
have been knocked out by U.S. bomb- 
ing. Only two single-track railroads 
cross the border, one to Southern Man- 
churia, the other to Vladivostok. North 
Korea’s sea communications with Rus- 
sian and Communist Chinese ports are 
interrupted now by the U.S. Navy, 
which has seized a number of small 
North Korean ships. 

All these difficulties for the Commu- 
nists may mean little. Both the Russians, 
in World War II when their country was 
invaded by the Nazis, and the Chinese 
Communists, in the civil war when they 
took all China from a more numerous 
and better armed Nationalist Army, have 
overcome greater difficulties, however, 
U.S. military experts say that the Rus- 
sians and the Chinese Communists could, 
it they desired, get reinforcements 
through to Korea. 

On the U.S. side of the war in Korea 
there is a long sea line of communica- 
tions and a lack of reserves of man power 
near the war area. 

Man power available to General Doug- 
las MacArthur starts with what is left of 
the South Korean Army, which once con- 
tained 90,000 men. The power of the 
Communists’ initial drive was unex- 
pected; U.S. and South Korean intelli- 
gence reports were poor. As a result, 
much of the South Korean Army was 
forced to fall back. 

U.S. troops available under General 
MacArthur’s command total 124,000, vir- 
tually all of which were in Japan when 
the North Koreans attacked. The troops 
rushed to Korea at the start were largely 
young Americans without combat ex- 
perience. U.S. Marine regulars, now on 
the way, must cross 7,000 miles of ocean 
to get to Korea. 

Only sizable pool of anti-Communist 
man power, armed and ready, is Chiang 
Kai-shek’s Chinese Nationalist Army on 
Formosa. Chiang, who wants the U.S. 
to fight Russia now, asked the U.S. to 
take some of these troops to Korea, but 
the offer was rejected. Main objection 
was that the entry of Chiang’s troops 
into the Korean war might bring Com- 
munist China, with forces vastly superior 
to the Nationalists, into the war, too. 

For U.S. military strategists, however, 
Korea will be either a small war, requir- 
ing the use of no more than two or three 
U.S. divisions with strong air and naval 
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support, or the start of a world war. If 
World War III is to come, U.S. forces 
wailable for combat duty abroad will 
be needed on more important fronts than 
Korea. But, in Korea, U.S. is getting a 
valuable preview of some of its new 
weapons. 

As a testing ground for new 
weapons, Korea may turn out to be like 
the Spanish civil war, where Germay and 
Italy, on the one side, and Russia, on the 
other, tried out some of their weapons 
before World War II. As Russian-made 
planes fought for the Spanish Republi- 
cans against German Messerschmidts, so 
the U.S. is getting an opportunity to test 
its jet fighters against Russia’s Yaks, 
fown by North Koreans. U. S. jets turned 
out to be too fast to be useful against the 
slow, propeller-driven Yaks of World War 
Il design; they were replaced by U.S. 
Mustangs, also propeller-driven. 

Russia so far, however, has given the 
North Koreans few, if any, recently de- 
veloped weapons. Tanks used on the 
Communist side are the 32-ton T-34s, 
medium tanks, which the Russians used 
during most of World War II. The heav- 
ier, newer Joseph Stalin III tank, said 
to be better than any tank now in opera- 
tional use by the U.S., has not appeared 
in the Korean fighting to date. 

Sooner or later, in the Korean war, 
incidents involving U.S. and Russia di- 
rectly are to be expected. Both sides 
at the start, however, are careful. U.S. 
warships, for example, are not interfer- 
ing with the Russian Government light- 
ers which carry crude oil from Sakhalin 
Island to the North Korean refinery at 
the port of Wonsan. American bombers, 
however, hit the Wonsan refinery itself 
and are striking at stores of liquid fuel 
throughout North Korea. 

As a starting point, war in Korea 
could take the world one way or the 
other, depending on which way Russia's 
Politburo wants it to go. 

For World War Ill, Russia need only 
overstep the limits in Korea, challenge 
the U.S. and the United Nations by 
flinging Russian troops into the war 
openly. Chances are, however, that if 
the Russians want war they will start it 
not by using Russian forces in Korea, but 
by attacking in Western Europe. 

For peace, now apparently a long 
way off, Russia need only call off the Ko- 
rean war, let the North Koreans retreat 
to the 38th parallel, and try talking, 
instead of fighting, with the U.S. 

‘\ stalemate, however, apnears more 
likely as Russia’s choice. In Korea, the 
Russian aim may be to keep the war 
coing for its nuisance value, to di- 

vert U.S. attention from more danger- 
ous areas elsewhere in the world. What- 
ever the turn of Korean war, it is Rus- 
sia’s choice. 
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U.S. land, naval and air forces 
are engaged. U.S. is reinforcing 
these troops and also sending to 
South Koreans all kinds of mili- 
tary equipment and supplies. 


\ 
X 








JAPAN, disarmed and demilitarized, contri- 
butes bases, little else to support South Korea. 








UNITED NATIONS gives its moral sup- 
port. Britain, Netherlands, New Zealand 
are providing naval units. Australia 
sends naval and air units. Chinese Nat- 
ionalists offered troops from Formosa. 
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Soviet War Potential Is Rising 


Reported 


A “Soviet Ruhr’ to mass-pro- 
duce steel, arms, machines for 
Russia is a top-priority project 
back of the Iron Curtain. 

Stalin planners are working to 
mesh Poland-East Germany- 
Czechoslovakia into a new in- 
dustrial empire by 1955. 

Idea is to free the Communist 
world from dependence on the 
West, put a Soviet arms industry 
up front in any European war. 


Russia and her Communist neigh- 
bors are hard at work building an 
industrial empire big enough to rival 
the German Ruhr as a source of steel, 
power, heavy machinery and the tools 
for fighting a major war. 

War in Korea is turning attention 
toward this Kremlin plan to construct 
a “Ruhr of the East” by 1955. From a 
military standpoint, the vast industrial 
complex could be used to establish an 
independent armament base for the Com- 
munists on the borderlands between Rus- 
sia and the West. 

Details of the Soviet plan have been 
pieced together by the Central European 
Regional Editor of U. S. News & World 
Report after a firsthand check of intelli- 
gence reports and other documents in 
three European capitals—Warsaw, Berlin 
and Geneva. This study shows that Polish 
coal, Ukrainian iron ore and Czechoslo- 
vakian-German engineering skills are be- 
ing forged into industrial power bigger 
than that of France. 

Heart of the scheme is an industrial 
triangle formed by Upper Silesia, Saxony- 
Anhalt and Bohemia-Moravia. Its body 
is to be a Soviet-controlled economic al- 
liance of Poland, Czechoslovakia and East 
Germany, with a population of 56 million 
and coal reserves, larger than the German 
Ruhr’s totaling 220 billion tons. 

Russia’s strategy is to exploit the 
three satellites to boost the industrial po- 
tential of the Communist world. More 
industrialized now than Russia on a per 
capita basis, the three countries are being 
developed as suppliers of machinery and 
manufactured goods for the Soviet. 

Importance of the projected “Eastern 
Ruhr” shows up in Russia’s grand plan 
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from WARSAW, BERLIN and 


for Eastern Europe. Moscow’s over-all 
objective is to double the steel production 
of the Communist world roughly from 30 
million to 60 million tons by 1955. Many 
Western experts doubt that it will be 
possible. But the plan is under way. 

A Czechoslovakian-Polish-East German 
target of 10.6 million tons of steel pro- 
duction annually has been set for 1955. 
That target compares with current out- 
put of 9 million tons in France and 11 
million tons in the West German Ruhr. 
(See chart on page 21). 

In coal, Poland, Czechoslovakia and 
East Germany mined 94 million tons last 
year, compared with 51 million in France 
and 105 million in West Germany. The 
three satellites expect to produce 115 
million tons of coal in 1955. 

East Germany, supplied with Polish 
coal, is intended by Russia to become a 
fabricating center in the new industrial 
empire. Its population of 19 million con- 
tains the largest reservoir of skilled labor 
in the “Eastern Ruhr.” To exploit this 
labor, Russia is beginning to give Com- 
munist-run East Germany equal status 
with other satellites in the Soviet bloc. 

New agreements with Poland lay a 
basis for integration of the two economies. 
Germany is to give technical assistance 
to the Poles. Poland is to advance coal 
and steel to Germany in return for later 
deliveries of machinery. Similar agree- 


ments are under negotiation between 
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POLISH STEEL MILL 
Russia will get an arms stockpile 


GENEVA 


East Germany and Czechoslovakia. In 
trade, the East Germans are being faced 
to the East, more and more. 

East Germany is assigned by Russia 
to the role of supplier of precision tools 
and instruments, optical equipment, in- 
dustrial glass and synthetic oil and rub- 
ber. Output is up to 80 per cent of pre- 
war rates now and will be near prewar 
levels before next winter. 

Poland and Czechoslovakia are in 
the Communist blueprints as the heavy- 
industry centers of the planned industrial 
district. Both countries are expanding 
steel capacity. Major investments are be- 
ing plowed into production of heavy ma- 
chinery for further industrial develop- 
ment at home and for export to Russia. 
Production of consumer goods is rising 
much more slowly. 

Poland, with the area’s main coal re- 
serves and a large surplus farm popula- 
tion, is making the biggest industrial 
gains. Under the plan, the goal is to 
double Poland’s industrial output by 
1955, putting it ahead of Czechoslovakia. 

Polish coal output is given a schedule 
that will boost it from 74 million tons in 
1949 to 90 million tons in 1955. Steel 
production is to go up from 2.3 million 
tons to 4.5 million tons. A large steel mill 
is being built now near Krakow on 
credits provided by Russia. 

Czechoslovakia is getting raw materials 
and food but little machinery from Rus- 
sia. The country is being forced to con- 
vert from light to heavy industry and pro- 
duce at home most of the machinery it 
needs for plant expansion. Steel output, 
under the plan, is to go from 2.7 million 
tons in 1949 to 3.9 million in 1955. 

Lack of iron ore is the big handicap 
faced by Poland and Czechoslovakia. 
Output is skimpy and low grade. Sweden 
can supply only a fraction of the 8 mil- 
lion tons that will be needed by 1955. 

The Russian Ukraine, as a result, is 
being called upon to meet needs of the 
new “Eastern Ruhr.” Planners are con- 
fident that ore from the Krivoi Rog dis- 
trict of the Ukraine can enable the two 
countries to meet present targets and 
even support steel expansion after 1959. 

The drawback, right now, is the ex- 
pensive rail haul necessary to move the 
ore 700 miles. To offset this, Czechoslo- 
vakia and Poland are building jointly a 
series of canals connecting the Oder and 
Danube rivers. The plan is that, eventual- 
ly, ore will move entirely by water from 
the Ukraine down the Dnieper River to 
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Background photo: Black Star 


the Black Sea and up the Danube to the 
Czechoslovakian and Polish steel mills. 
Behind the curtain, economic in- 
tegration of Poland and Czechoslovakia 
is moving rapidly. East Germany, up to 
now, has not been so closely linked with 
the two other areas, but it, too, is being 
meshed into the “Eastern Ruhr” project. 
The three satellites, in turn, are being in- 
tegrated into Russia’s over-all plans. 
Poland and Czechoslovakia are carry- 
ing out joint plans for their own develop- 
ment. In addition to the Danube-Oder 
canal, a big power plant and about 20 
large factories are being built in partner- 
ship, mainly in Poland. The two coun- 
tries will share in their output. 
In the metals and machinery industries, 
tumerous products are being made co- 
operatively. Some items are made partly 
in one country and partly in the other. 
Final assembly can be either Polish or 
Czechoslovakian. 
Steel industries of the two countries 
ilready are operating on a “little Schuman 
plan” for pooling production. Each coun- 
tty is concentrating on types of steel it 
produces best and supplying the other 
with its specialized products. Exchange 
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of technical assistance also is under way. 
Technical experts of Czechoslovakia’s big 
Bata shoe plant, for example, are build- 
ing and organizing a giant factory in 
Poland that will turn out 12 million pairs 
of shoes yearly. 

A big investment is involved in the 
construction of Russia’s “Eastern Ruhr,” 
not only for the three countries directly 
involved, but for Russia as well. Gross 
investment in fixed capital of all kinds in 
the three satellites last year amounted to 
2.5 billion dollars and is scheduled to in- 
crease every year for the next five. 

For Russia, in addition to direct loans 
to the industrial region, the project re- 
quires switching of investment from in- 
dustry to the production of raw materials. 
Large sums will have to be put into the 
Ukrainian mines, for example, if they are 
to produce the iron ore that will be 
needed by Poland and Czechoslovakia by 
1955. 

What Russia gets out of the “Eastern 
Ruhr” scheme can be seen from the rec- 
ord of Moscow’s trade with Czechoslo- 
vakia. Russia is shipping raw materials 
and food to Czechoslovakia and getting 
back machinery and manufactured con- 
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10.6 million tons 


Now: 11 million tons 
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sumer goods. Two-way trade between 
them rose from the equivalent of 54 mil- 
lion dollars in 1938 to almost 400 mil- 
lion dollars last year. 

The return for Moscow is to be larger 
than could be obtained from a similar 
Russian investment at home. Russia al- 
ready is mobilized to the hilt. The satel 
lites have untapped resources and Mos- 
cow is requiring them to put up the bulk 
of the new investment needed to build 
the “Eastern Ruhr.” Result, if it works, 
is to be a net gain for the industrial 
strength of the whole Communist world. 

What Russia wants to accomplish, 
by shifting the satellites from light to 
heavy industry, is partly to speed their 
industrialization. The scheme is designed. 
as well, to speed Russia’s own industrial 
development by providing new sources 
of heavy machinery. 

The development of an “Eastern Ruhr” 
to offset the Western Ruhr is to mean a 
big increase in the industrial potential of 
the whole Russian area—a potential that 
can be used to stockpile armaments 
against the day of a major war between 
Russia and the Western world from 
which she is cutting herself off. 
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LIMITED MOBILIZATION BEGINS 


Mobilization of U.S. military 
power will be slow, partial. 

Draft starts now. National 
Guard call is not planned yet. 
Most get a chance to turn down 
service. 

War, as it goes on, will force 
mobilization. 

Industry will get a chance to 
apply voluntary controls, to di- 
vide materials, check price rises, 
increase arms output. 


A mobilization of more American 
power for use in war is to be cautious 
and limited, not rapid and extensive. 
Defense needs, however, are to call 
now for some increase both in military 
man power and in military procure- 
ment. 

If Russia and Communist China con- 
tinue to hold back from full-scale aid 
to North Korea, the increase in U.S. 
military demands will be measured by 
4 billion dollars or less. Increase in man 
power for the armed services will be 
moderate. Authority exists to add 600,000 
men to the armed forces. The number 
actually added probably will not reach 
that figure in the near future. 

Drafting of men, now authorized, is to 
start on a small scale. The main reliance 
is to be on volunteering, supplemented 
by the draft. The National Guard is not 
due for any early call unless the need in- 
creases for trained Veterans who 
are signed up in organized reserve units 
are being asked to return to active duty. 
These men are better trained than guards- 
men and thus more likely to face com- 
pulsory mobilization, if reserves are 
called up later. 

Industry, meanwhile, is to get a mod- 
erate increase in orders for new weapons 
and equipment. Idea now is to fit more 
arms production into the present indus- 
trial framework, not to impose allocations 
and directives for big production or re- 
open many stand-by plants. 

Mobilization, thus, is to be gradual in 
its response to increased military de- 
mands for men and materials—not on a 
big scale at first, but big enough to make 
its imprint on the country. 

In man power, what's available in a 
partial mobilization is this: 


men. 
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Draft, starting now. can furnish 1,- 
466,000 youths on short notice. That is 
the number classified 1-A, available for 
military service. Actually, only a small 
part of this group is likely to be called 
up soon. Drafting, when used, is to start 
with those 25 years old, work down 
gradually to younger men. Married men 
and those with dependents, eligible for 
the draft by law, are still deferred by 
presidential order. In all, 9.8 million 
young men 19 through 25 years of age 
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STATE DEPARTMENT'S DULLES 


Clampdown on Men, Industry Ready If Needed 


military training since discharge. Some 
are being asked to come back to active 


duty, but no forced recall of these 
veterans is planned until atter any 
mobilization of Organized Reserves js 
ordered. 

National guardsmen, now 371,900 
strong, also can be called up for active 


duty under present law. These men are 
partially trained, organized into combat 
units, and fully equipped except for 
heavy weapons. But they are not to be 
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‘BACK IN THE HARNESS AGAIN” 
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A warning went to industry 


now are registered with local draft 
boards, and most could be called up in 
an emergency. 

Organized reservists, largely World 
War II veterans who have kept up their 
military training with part-time drill, 
offer the best-trained man power avail- 
able for expanding the armed services. 
These reservists, already organized into 
combat units. number about 510,000, 
about half of them wartime officers. Ef- 
forts now are begun to get many of these 
men back into uniform by volunteer 
methods. Some are to be ordered back 
as officers for new units and in special- 
ized jobs. But full mobilization of these 
reservists is not included in_ present 
plans. 

Volunteer reservists, with inactive 
status, totaled about 1,150,000 men. 
These are largely veterans who have 
kept a reserve status but have had no 


mobilized unless volunteering _ plus 
the draft fails to bring in the men 
needed. 


Volunteering, thus, is to be tried first, 
backed by threat of a limited draft, with 
a general recall of reservists held for use 
later if necessary. First goal for a man- 
power increase is 300,000 men. In all, 
however, up to 3,498,000 men can be 
called up without further action by 
Congress if volunteer methods fail. 

In industry, as in man power, effects 
of a partial mobilization will be felt more 
and more, but volunteer methods are to 
be tried first. John Foster Dulles. State 
Department adviser just returned from 
the Far East, is authority for a warning 
to industry that some belt tightening will 
be needed, some pinch in the civilian 
economy will result. 

Output is to be shifted, at least in part, 
to war production. The draft act now i 
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fect gives power to the Government to 
et its orders filled ahead of any civilian 
ders. Firms that hold back are subject 
heavy penalties. Government can seize 
ud operate those plants, can put corp- 
sation officers in prison, all without fur- 
her action by Congress. That law, how- 
ever, is to be used only as a club in the 
doset, according to present planning. 

Controls are to be all voluntary, at 
least at first. Rationing by formal action 
js not being considered. Price controls 
iso are not yet in sight. Allocation of 
materials between industries is to be 
left to industry. 

Skilled workers, as mobilization pro- 
gesses, are likely to become harder to 
ind. Even a small increase in military 
man power will cut into the present 
labor force somewhat, will tend to re- 
duce the number of workers available. 
Without man-power or wage controls, 
that will tend also to send wage rates up. 

Self-policing by industry is counted 
on to prevent the need for formal con- 
tols during the partial mobilization 
ahead. But, if things get out of hand, the 
planners are ready to move in. If a large 
number of firms start marking up prices, 
for example, then they may get some 
kind of price control. If wages rise too 
high, some form of wage control will be 
brought out. If gray markets grow, Gov- 
emment allocation and rationing systems 
may follow. But the decision, at least 
tentatively, is to avoid direct controls as 
long as possible. 

Extent of the demands to be made on 
industry is not yet clear, will depend on 
purely military developments. But some 
idea of what the job can amount to can 
be seen in arms orders now prepared, 
ready to be released to predesignated 
firms if a big war develops. These amount 
to 16.6 billion dollars’ worth of business. 
Under full mobilization these plans call 
for 41 billions in war orders to be placed 
within six months. There are specific 
plans to put 253 industrial plants into 
war production, to convert another 200 
stand-by plants for war use. 

Blueprints for full mobilization of in- 
dustry are shaped, ready in broad out- 
line for approval by Congress if full-scale 
war does develop later. Freeze orders 
are set, can be clamped on quickly. The 
whole range of price controls, wage con- 
trols, rationing and allocation systems 
could follow in short order. Details of 
these controls over civilians now are be- 
ing worked into legislative form by the 
National Security Resources Board. Their 
effect would be to place industry under 
controls considerably tighter than those 
of World War II. 

Prospects, at this time, are for only 
a limited form of mobilization. Yet the 
outcome is still uncertain. No one yet 
knows here how much more aid North 
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—Dept. of Defense 


. plus a limited draft 


Koreans will get from Russia or Com- 
munist China, how big a force will be 
required to push the Communist armies 
back in Korea, where trouble might 
break out next, or whether prospects of 
another world war soon can safely be 
written off. 

In brief, you can be sure of this much: 

If Communist forces in Korea get no 
large-scale reinforcements and war does 
not spread to other areas, present U.S. 
forces are considered adequate for the 
job. That means only a partial mobiliza- 
tion to provide equipment without tak- 
ing it from reserve stocks or from aid 





shipments to Europe, and to provide some 
increase in military man power to re- 
place units taken from other areas. 

If war spreads or present forces prove 
inadequate for the job in Korea, how- 
ever a greater mobilization of industry 
and manpower will certainly follow. 
How close to full mobilization that will 
be depends wholly on the coming turn 
of military events. 

The outlook in the foreseeable future 
is for war in Korea to have only a limited 
effect on civilians and industry in U.S. 
But, if things get out of hand, it could 
have a direct and serious effect on both. 


-U. S. Signal Corps 


THE MOUNTAIN OF TENTS 
. . . plus a club in the closet 
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Congress, Outwardly Calm, 
Does Business as Usual 


It's politics as usual in Con- 
gress, war or no war. Laws can 
wait, but election campaigns 
cannot. Members hope to go 
home by August 1, subject to 
recall if war news gets worse. 

Money for military will be 
voted, tax laws will be changed, 
old-age pensions raised. But 
civil-rights legislation, aid to 
education and other ‘Fair Deal’ 
proposals will be shelved. 

So far as Congress is concerned, 
the war in Korea is not to interfere 
with business as usual. Election-year 
politics stands in the foreground. But 
there are signs that this casual atti- 
tude toward the war might change at 
any moment. 

Congress wants political “normalcy” 
for this autumn’s campaign. It wants 
people to go on buying cars, building 
houses, hoping for tax cuts. It has not 
hurried to pass appropriations, even 
though the new fiscal vear is going into 
its second week. It is giving little thought 
to mobilization or consumer controls. It 
is going ahead with plans to recess on 
August 1 so members can go home to 
campaign for re-election. 

But Congress is being alerted for 
broad-scale action if an emergency should 
call for it. Things are stirring beneath 
the surface. Military leaders, caught short 
of men and materials, step up their re- 
quests. Draft extension already voted, has 
been used by the President as a step to 
meet the Korean situation. And. deep in 
the recesses of Government departments, 
plans for controlling prices, distribution, 
wages, production are being explored. 
They can be brought out if needed. 

Congressional leaders are keeping in 
close touch with the President and the 
Pentagon. They are ready to order a 
change of course if needed. But the hope, 
in Congress and out, is that the Korean 
affair can be plaved down, that it can 
be held to a police action, prevented 
from spreading to other parts of the 
world, beaten down with less than an all- 
out war effort. 

In the expectation that this can be 
done, Congress is driving ahead with 
plans to recess and get home for the 
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campaigning. Many pieces of legislation 
that had been scheduled are being put 
aside. But Congress now seems certain 
to do four things before it goes home to 
fight for re-election: 

It expects to pass the appropriation 
measures that will give the Administra- 
tion the money needed to fight the war. 
But it is less likely to give all that the 
Administration wants for propaganda ac- 
tivities and for providing technical help 
to backward areas of the world. Congress 
is more willing to spend for military 
equipment than for spreading ideas. 

Old-age pensions are to be increased. 
Both houses have approved this measure. 
Decisions are in the making now to de- 
termine exactly what shall be the size of 
the pensions, just who is to be covered 
in the new system and whether to grant 
insurance for permanent disability. 

Tax changes are approaching a_ first 
vote. Some loopholes will be plugged; 
some excise taxes may be cut. There may 
be a moderate raise in some corporation 
taxes. But no big tax increase is planned 
at the moment. Congressmen still are 
averse to running for re-election with a 
vote to raise taxes in their records. 

And Congress will hold itself in readi- 
ness to come back to Washington in a 
hurry. Members are planning a_ recess 
rather than formal adjournment. This 
will permit them to go home and cam- 
paign as men on temporary leave from 





CONGRESSIONAL LEADERS LUCAS, RAYBURN AND McCORMACK 
Election campaigns are still important 


° U. S. NEWS & WORLD REPORT 


their work, subject to immediate call jf 
the war should get more critical. To any 
who might be disposed to criticize Con- 
gress for failure to act on any particular 
bit of legislation, the reply always can 
be made that Congress has not adjoumed: 
it may still come back to Washington of 
its own volition and act on anything jt 
wishes to pass. 

Under this condensed schedule, action 
on many measures will be left incom. 
plete. They will not be dead if Congress 
comes back to enact them before the end 
of the year; otherwise, they wil! have to 
start from scratch in the new Congress, 

Quite a few bills now seem to be on 
this congressional list for scrapping. 
Statehood for Alaska and Hawaii js 
caught in the jam; Senators think these 
proposals would require too much de- 
bate to finish in a hurry. Federal aid for 
education is likely to be tabled. A Repub- 
lican-backed Communist-contro! measure 
is about to be left dangling; each party 
accuses the other of politics in the ap- 
proach to this bill. 

Many points on President Truman’s 
program will have to go over to the next 
Congress. There is virtually no hope for 
any of his so-called civil-rights measures; 
they have been stymied from the begin- 
ning by Southern filibusters in the Sen- 
ate. Measures to halt the interstate trans- 
portation of slot machines and to pro- 
hibit the transmission of race-track in- 
formation for gambling are likely to go 
over. And so will a raft of other measures. 

Congress is eager to get home for the 
vote winning. Its members want to keep 
their jobs. They want the Korean fighting 
over and done with in a hurry so that 
no new pressures will have to be put 
upon the public or business. 
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As the outside world sees it: 

Stalin isn’t to start World War 
lll this year. 

Korea, though, is just a starter 
for new incidents. 

Fighting in Korea will take 
months, possibly longer. 

Europe hopes that U. S., fight- 
ing in the Far East, won't take its 
eyes from the Continent and its 


needs. 
FRANKFURT 

Russia still fears the atomic bomb 
plus U. S. war potential and does not 
want a general war now. That is the 
prevailing military and diplomatic 
opinion in Western Germany, where 
the East-West struggle comes into 
sharpest focus. 

If the Russians were willing to under- 
take a big war, experts here think they 
would not bother with Korea, but would 
strike for the main objective, Western 
Europe, with a drive toward the Channel. 
Western intelligence is watching closely 
for Soviet preparations for a Channel 
drive, on the chance Korea is merely a 
diversion. But no signs of such prepara- 
tion have been detected. 

The Russians have 350,000 troops in 
East Germany, of which 250,000 are 
combat effectives organized in approxi- 
mately 30 understrength divisions. Only 
21 of the 30 are mechanized. These are 
thought insufficient for a Channel drive, 
and the nearest significant combat re- 
serves are in Russia proper. 

Some troop movement plus large-scale 
logistic build-up is believed to be neces- 
sary, before an attack could start. West- 
ern intelligence is confident such a build- 
up would be detected, giving at least 30 
days’ warning of impending attack. An- 
other tip-off would be movement of 
Soviet submarines from the Baltic to the 
Atlantic through the Danish straits. West- 
em radar is watching closely, but no 
submarine movements have been de- 
tected. The Russians have only a small 
number of submarines that are radar- 
proof. 

Normal Russian summer maneuvers 
are under way in East Germany, with 
troops grouped in fairly large units. Al- 
so, normal light naval maneuvers are 
being held in the Baltic. Neither of these 
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WORLD VIEW: NO BIG WAR SOON 


Russia Is Not Ready to March, Say Military 





THE KREMLIN 
Will it let others do all the fighting? 


military activities indicates preparations 
for a European war. 

Experts in Western Germany believe 
that both Russia and Communist China 
will continue to back North Korea with 
arms. The Chinese may send “volun- 
teers,” on the Spanish Civil War pattern. 
The consensus is that Russia will not 
commit her own troops in Korea. Since 
1945, the Russians have not used their 
own troops anywhere, preferring to let 
others, such as Greeks, Indo-Chinese, 
Azerbaijani guerrillas and Chinese Com- 
munists, do their fighting. On this basis, 
the only danger areas now are spots 
where satellite troops may strike—Indo- 
China, Formosa, Yugoslavia, possibly 
Berlin. But new incidents in these areas 
are not expected at present. 

A new blockade of Berlin is doubted, 
since the last one failed. Next time, in- 
stead of operating an “air lift,” U.S. 
might send an armored column to Berlin, 
as some officials urged in 1948. 

Attack on Yugoslavia is also doubted, 
although Bulgarians are now maneuver- 
ing near the border. Military men here 
believe that the Yugoslavs could hold 
off a combined attack by Bulgaria, Hun- 
gary and Rumania. Furthermore, Korea 
is a warning to Moscow not to try any 
military adventures elsewhere, if a gen- 
eral war is not wanted now. 

Indo-China may get more Chinese 
arms, maybe “volunteers.” Open inter- 
vention by Communist China is not ex- 
pected, however. There is also doubt that 
the Chinese Communists will attack For- 
mosa or openly invade Korea. Either 
move would mean war with U.S., and 
might result in putting American troops 
and possibly the forces of Chiang Kai- 
shek back in China. That would reopen 


the China conflict, now closed with the 
Communists safely in power. 

Germans are struck by the parallel 
situations in Korea and Germany, in view 
of East German arming, but they note 
the important difference that troops of 
the Western powers are still occupying 
Western Germany. More than ever, Ger- 
mans favor continued Western occupa- 
tion, which now promises to go on in- 
definitely. 

The chief danger in connection with 
Korea, say the experts here, is that U.S. 
may be sucked into a costly Spanish-type 
war, weakening European defenses. 
Military men believe that this can be 
avoided by U.S. mobilization to the ex- 
tent necessary to replace forces sent to 
Asia. With such partial mobilization ef- 
fected, they hold, the Korea campaign 
promises these net gains for the West: 

It can speed the arming of American 
forces with new nonatomic weapons, 
which military men say will give one 
American division the strength and fire 
power of four Russian divisions. It can 
speed the unifving and rearming of 
Western Europe. It can provide the West 
with new allies, such as Sweden and 
India, previously neutral. It draws a 
“Truman Doctrine” line in Asia for the 
first time. It gives Moscow clear warning 
that aggression by Russian troops any- 
where means general war. 

On the assumption that Russia does not 
want a general war, the U.S. move in 
Korea is considered here to make World 
War III less likely now than before. 


PARIS 


French military experts are becoming 
more convinced daily that the war in 
Korea will be a long, difficult struggle, 
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requiring far more effort and _ sacrifice 
than was at first imagined and beyond 
what the public yet realizes. One official 
suggests that Korea may be another In- 
do-China or Greece—that the war will 
be at least a matter of several months, 
and may even last for vears. Speed and 
intense effort, however. could cut the 
time needed. 

The view is expressed that, if the 
United States had not acted in Korea, 
world war would be inevitable within a 
year, under the worst possible conditions 
for the West. There is a feeling that, 
while the action that was taken may in- 
crease danger and hasten conflict, it also 
opens the way for successful policing 
of a type that could eventually main- 
tain peace. 

Rightly or wrongly, the French think 
that general war will not result from the 


standard Moscow procedure and in ac- 
cordance with the propaganda line of 
“Asia for Asiatics.” 

Raymond Aron, in the newspaper 
Figaro, and many other commentators 
suggest that the fighting in Korea may 
be only the first of a series of incidents, 
which perhaps will terminate in a world 
war, unless someone finds a way to end 
the “cold war” psychology. Berlin, For- 
mosa, Yugoslavia and Trieste are men- 
tioned as trouble spots where Russia may 
strike. There is speculation that Korea 
mav be only a diversion and that real 
European trouble may erupt when the 
U.S. has deployed its strength in the 
Far East. 

Many in France feel that, in the long 
run, economic discontent is at least as 
great a fomenter of general war as mili- 
tary unpreparedness. Europe holds gen- 
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THE PENTAGON 
Can partial mobilization make Western Europe safe? 


fighting in Korea—at least, not this sum- 
mer. They declare that Russian reactions 
thus far do not indicate plans for unleash- 
ing a world-wide conflict. Besides, they 
hold that neither U.S. nor Russia is 
ready now. The Russians, they believe, 
are realistic about internal weaknesses, 
such as lack of transport and supply lines 
and the shakiness of the Moscow regime, 
if the people should be called upon to 
support an aggressive war outside Rus- 
sian frontiers. 

Paris expects that the Russians will 
continue to back the North Koreans with 
munitions, but not with men. Russia, it 
is pointed out, can draw upon Commu- 
nist sympathizers all over Asia—including 
many Moscow-trained Koreans, Japanese, 
Chinese, Manchurians and others who 
look like Koreans—without the necessity 
of using Soviet troops. This would be 
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erally to the idea that Communism 
thrives more on social injustice than on 
the Kremlin’s work and that this aspect, 
if forgotten in the heat of Korean events, 
may endanger the whole cause of the 
west. 


LONDON 


Repelling the invasion of South Korea 
is regarded by London experts as a mat- 
ter of months. They think it will require 
at least some precautionary drafting of 
men by U.S. and the recall of U.S. re- 
serve officers. 

Officials are emphatic in saying they 
do not expect world war in 1950. They 
do not expect a general war in 1951 
either, but they become cagey in dis- 
cussing any period after that. 

There is difference of opinion about 
the nature and extent of Russian backing 


of the Korean Communists. All believe 
that Russia will retain some camouflage. 
Nevertheless, many relate what is hap- 
pening in Korea to deep-laid Moscow 
strategy, which they believe is intended 
to dispose American strength awkwardly 
and to dissipate it in indecisive areas— 
“the further away from the decisive Ger- 
man theater the better, in Russian eyes.” 

Military men expect the Chinese Com. 
munists to reinforce the Korean Commu- 
nists. They also expect the Chinese 
Communists to attempt an amphibious 
thrust against Formosa, even if success 
is unlikely. 

Some are nervous for fear President 
Truman and Secretary of Defense Louis 
Johnson will “make the mistake Roose- 
velt and Marshall avoided” immediately 
after Pearl Harbor, when the latter two 
withstood pressure to give priority to the 
fighting in the Pacific. The danger now 
seen is that, if the U.S. pours men and 
supplies into the Far East, the job of 
building military strength in Western 
Europe may be neglected. 

Still another question is being raised 
in London. Diplomats from Western 
Europe are pointing out that air power 
failed to stop the armored attack in 
Korea, at least in its opening phase, and 
they are asking whether the plan for de- 
fense of western Europe through the use 
of tactical air power is faulty. What 
happens in Korea from here on, they feel, 
will have definite bearing on the problem 
of defending Western Europe. 


TOKYO 


Several months will be required to 
drive the North Korean armies back of 
the 38th parallel, in the opinion of U.S. 
military men here. In this capital, from 
which General of the Army Douglas 
MacArthur is directing U.S. war strategy 
in Korea, optimism over the military cam- 
paign now being launched is widespread. 

As to Russia’s intent, officials are al- 
most unanimous in the view that she has 
no plans at this time for launching a gen- 
eral war. They point out that, if Russia 
were planning such a war, she would use 
the element of surprise in attacking vital 
targets in U.S., in Western Europe, or 
in the Middle East, or perhaps in all 
three areas at once. The war in Korea 
obviously has deprived her, for some 
time to come, of further opportunity for 
surprise. 

Russia’s aim in Korea, the experts here 
believe, was to win a quick, cheap vic- 
tory that would give her control of a 
strategic peninsula and discredit U.S. 
throughout Asia. She also may have been 
trying to force a dispersal of American 
military strength, in order to upset the 
European arms program. These experts 
believe the prompt counter action by 
U.S. was a surprise to the Kremlin. 
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Any time Dan’] got hungry, he just up and shot 
the nearest wild critter that had meat on it— 
usually a b’ar or a deer. Dan’l had a reliable 
storehouse of meat, on the hoof, right there in 


the forest. And he stayed close to it. 


Nowadays, if everybody wanted to stay close 
to the source of his meat supply many would 
have to move west of the Mississippi. That’s 
where about three-fifths of the meat is grown. 


But fortunately for people who like their 
meat regularly—and nearly everybody does 
—the U. S. has a meat supply service that 
size and population pattern. 


fits the country’s 


When Dan'l 
Wanted Meat 
Dan’'l 

Shot a B’ar 





For growing the meat, there are the cattle 
ranches of the West, and the “feeder farms” and 
hog-raising farms of the corn belt. For process- 
ing the meat and getting it to retailers in small 
towns and big cities alike, there are 4,000 meat 
packing companies—each constantly competing 
for a share of business by improving products 
and by selling at competitive prices. 

This is a supply service that assures a con- 
tinuous flow of wholesome meat from farm to 
table at a lower service cost than almost any 
other food. 


AMERICAN MEAT INSTITUTE 


Headquarters, Chicago @ Members throughout the U. S. 





PENSION PLANS geared to the 


| particular needs of YOUR company 


FORM OF CONTRACT 





GUARANTEED 
DEFERRED ANNUITIES 


The annual pension credit for every em- 


ployee on the payroll is fully purchased 
and guaranteed. 





Past service credits are purchased for 


employees in age-order over a period of 
years. 


FULLY FUNDED 
DEPOSIT ADMINISTRATION 


Equitable estimates amounts needed to 
finance benefits of plan. 





Contributions are accumulated at interest 
in a fund from which annuities are pur- 
chased as employees retire. 


NON-CONTRIBUTORY 
FLEXIBLE FUNDING 
DEPOSIT ADMINISTRATION 


Annuities purchased as employees re- 
tire, with any degree of advance funding 











| desired by employer. 
= \ WRITE FOR THIS 
| NEW BOOKLET 
een vicd EACH OF THESE THREE PLANS PROVIDES 
gENsios > \ , ome 
oe ect \ @ Complete relief from investment responsibility. Pension fund 
eae \ merged with Equitable’s total assets thereby sharing fully 
GOsB= i : : 
| in Equitable money-management. 
! @ Low handling charges. 
| 
ee @ Money not needed for benefit payments, expenses, and 
A aX contingencies—returned in dividend payments based on 
individual case-experience. 































DESIGNED FOR 


Companies that want maximum safe- 
guards in funding. 


Available to groups of about 50 or 
more employees. 


Companies that want a wide choice 
in determination of benefit formula 
and flexibility in funding. 


Available to groups of 1,000 or more 
employees. 


Companies adopting the type of plan 
currently resulting from collective bar- 
gaining. 


Available in cases in which annual 
contributions amount to at least 
$15,000. 


vital to any pension discussion. 





ADVANTAGES 


1. This is the only method which as- 
sures complete discharge of each 
year’s obligations. 


2. In event of sale or merger of the 
company or discontinuance of the 
plan, all pension credits to date 
are guaranteed. 


3. Guaranteed rates assure a ceiling 
on pension cost. 


1. Valuable guarantees on interest 
rates and annuity rates. 


2. An independent accredited actuary 
if desired, may be employed to 
recommend size of contributions. 
Lower contributions than required 
under Plan 1 will be accepted. 


3. Guarantee of income to retired em- 
ployees. 


1. Complete flexibility as to plan pro- 
visions, and amount of advance 
funding. 


2. Guarantee of income to retired em- 
ployees. 


3. Continuous actuarial counsel by 
The Equitable. 


As the originator of Group !nsurance with more than 20 years’ experience in 
sound pension planning—The Equitable Society has the facts and the know-how 
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EQUITABLE LIFE ASSURANCE SOCIETY OF THE UNITED STATES 


PARKINSON - PRESIDENT 
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How big are the oil companies? 


1. Back in 1910, Union Oil Company was 20 years old. There were 
58,000 cars in the 5 western states and we did an annual business of 
$12 million. This was just about equivalent to the total annual 
business that any 6 big grocery super-markets will do today. Yet it 
represented approximately 23% of the oil business done in the 5 


western states.* 





2. Today, there are 100 times more cars 
in our marketing area and we do an an- 
nual business of $200 million. Yet, in spite 
of this growth, our share of the oil busi- 
ness in the 5 western states is now 12!5%. 
If we were the only company this had 
happened to, we'd think there was some- 
thing wrong with us. 





3. But every old, established oil company 


in the U.S. has gone through a similar 


experience. The reason for this is that 
the oil industry — like all American indus- 
try—is intensely competitive. As the 
business has grown, new companies have 
entered the field and competition has 
grown also. As a resuit, there are far 
more companies in the industry compet- 
ing for the business today than there 
were in 1910. 


| 


eT 


























4. In view of all this, it seems rather 
strange that we’ve heard so much talk 
recently about BIGNESS. Of course, in- 
dividual companies are bigger today. 
They have to be bigger to serve a bigger 
country. But the vast majority aren’t as 
big in proportion to the total business as 
they were 40 years ago. In fact, they are 
getting steadily ‘‘smaller” all the time. 


*Figures are based on 











5. If size is a cause for concern, maybe 
we should take a look at our Federal 
government. Its ‘‘business” is 62 times 
as big today as it was in 1910. Its payroll 
is 19 times larger. And it is costing the 
American people — in direct and indirect 
taxes — 62 times as much. 


crude oil receipts. 





U.S. GOVERNMENT SPENDS $1/9 MILLION EVERY 24 HOURS 


6. To give you an idea of what this 
means, here’s a comparison: At the Fed- 
eral government’s present rate of ex- 
penditure — $119 million per day —it takes 
in and pays out more money every 42 
hours than Union Oil does all year — as 
much money every 2! hoursof each night 
and day as Union Oil stockholders re- 
ceived in dividends all during 1949. 


UNION OIL COMPANY 


OF CALIFORNIA 


INCORPORATED IN CALIFORNIA, OCTOBER 17, 1890 


This series, sponsored by the people of Union Oil Company, is dedicated toa 
discussion of how and why American business functions. We hope you'll 
feel free to send in any suggestions or criticisms you have to offer. Write: The 
President, Union Oil Company, Union Oil Building, Los Angeles 17, Calif. 
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TOKYO....BELGRADE....BERLIN....PARIS.... 








>> Joseph Stalin now has the Western powers in this situation: 

U.S. is in a shooting war 7,000 miles from home, forced to commit troops, 
planes, Ships that could be useful elsewhere. At the same time, more U.S. 
strength is pledged to bolster Formosa, Philippines, Indo-China--all in Asia. 

Britain is having to divert some of its scanty naval forces from Hong Kong 
end Malaya--only British real estate left in ASia--to help non-British Korea. 

British dominions, with none to Spare, are sending forces to Korea, too. 

France, with much of its Army bogged down in Indo-China, is put on notice 
by Korea that overwhelming Communist pressure on Indo-China may be on the way. 





In other words: In one move, Stalin has forced the U.S., Britain and France 
to jeopardize the basic strategy that assigns Europe top priority, puts Asia in 





second place. Now, weak positions in Asia are having to be reinforced, perhaps 
at future cost to defense of Western Europe. Supply lines, man-power are put 
under unexpected strain. The West, it's clear, is spread thin all over the globe, 

Joseph Stalin, sitting comfortably in the Kremlin, is telling the U.S. and 
its allies where and when to fight, calling the shots for all the world. 





>> London and Paris, as a result, are having some second thoughts on Korea. 
First reaction to President Truman's decision to send American forces into 
Korea was one of vast relief. This time, it was said, there won't be a Munich. 





Sober second thought, still approving the Truman decision, begins to see 
the cost and dangers involved in an attempt to halt Russia in Korea. With the 
West pulled off balance by war in Korea, what will Stalin do in Europe? Impose 
another blockade on Berlin? Force another "air lift" there? Stir up trouble 
between Greece and her neighbors? Signal a satellite invasion of Yugoslavia? 

Feeling among informed people, frankly, is that anything can happen. 





>> Invasion of Yugoslavia, liquidation of Marshall Tito are high on Stalin's 
list. With the West occupied in Asia, it's an obvious time to move on Tito. 

But, in Belgrade, as Tito watches troop maneuvers near his borders..... 

Invasion talk is discounted by informed Yugoslavs. Troop movements by the 
Soviet satellites fail to impress them. Satellite troops, Yugoslavs feel sure, 
are no match for Tito's forces. Besides, Russia can't trust satellite soldiers, 
can't let them off the leash. So invasion is not expected by Belgrade. 

What is expected by men around Tito is further Soviet aggression, following 
Korea. But they look for it against a weaker foe than Yugoslavia, and at a point 
farther removed from crucial Germany, the center of Soviet interest. 

As Communists, familiar with Moscow's ways, Tito's associates think that 
Stalin had more than Korea in mind for his 1950 schedule. They look for a series 

(over) 
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of localized wars, most likely in Asia and the Middle East, where the Western 
powers are weakest, where conditions are ripest. Reasoning is that these local 
wars can be fought by local Communists or satellites at no expense to Russia. 
Only a quick U.S. victory in Korea is likely to make Stalin pull in his horns. 


>> Berlin, obvious spot for a Stalin move, is probably to feel Soviet pressure 
and annoyances, but no big push. That's the judgment of U.S. officials in Ber- 
lin, despite fears of West Germans. What Stalin hints at now is another blockade. 
Electric power from East Berlin has been cut off by the Communists. Water 
has been turned off, too. Neither cut hurts West Berlin very much. Another 
cut, stopping soft-coal shipments from East Germany, is now hinted. It can hurt. 
Another "air lift" is, therefore, an outside possibility. 





>> Should the West try another Berlin air lift, Communists are ready with a 
way to hamper plane movements. You can expect a demand that all Allied planes 
land and submit to thorough inspection to see if any potato bugs are aboard. 

For potato bugs, Communists now charge, are a U.S. secret weapon, sprayed over 
East German farms by U.S. planes. That's the story. Truth is a bit different. 

Fact is that potato bugs, Colorado beetles, are no novelty on German farms. 
A heavy infestation appeared in East Germany early this summer. The Communists 
swung into action, ordered intensive spraying, planned accordingly. But farmers 
ran short of insecticide, tractors ran out of gas, bureaucrats choked in their 
own red tape, and the potato bugs multiplied. Obvious solution: Blame the U.S. 

That's how it happens that Communist propagandists in Berlin, Moscow and 
Vienna now add the humble potato bug to Moscow's long list of U.S. "crimes." 

Story ties in conveniently, too, with Moscow charges that, even during World 
War II, U.S. food and seeds shipped to Russia under Lend-Lease were infested with 
all sorts of pests and diseases. It's part of the "hate America" campaign. 








>> In Paris, as political instability dominates the French situation..... 
Stalin apparently can count on continued French weakness in Europe. 
U.S. can't count on French help in Korea or more strength in Indo-China. 
To people in France, requests for wage increases, bigger bonuses for war 
veterans, new housing all seem more important than Korea, Indo-China or Stalin. 
So it's politics as usual in Paris. Prospect is that new Government, when 
formed, won't last longer than predecessors, won't suddenly make France strong. 
Neutrality talk, defeatist ideas are still to be heard in Paris. 








>> So, as Stalin looks around him in Europe..... 

France is weak, in no position to fight harder against him in either Asia or 
at home. French Communists are vigorous, strong, to be watched. West Germany is 
unarmed, protected by only a small force of Allied troops. Schuman plan to pool 
French and West German coal and steel, really unify Western Europe, is in trouble, 
may not get far after all. Atlantic Pact is still largely on paper. 

And, as the U.S. looks at its job in Korea..... 

Help form Europe is unlikely to be more than a token force. British are 
helping with a fleet, can't be counted on for much more. Australians are there 
with air, naval power, but haven't much to offer. Canadians may send a destroyer 
or two. India offers only moral Support. French promise nothing, in fact count 
on more U.S. help in Indo-China. Victory in Korea depends mainly on U.S. alone. 
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In remodeling their store in Wilkes- 
Barre, Pa., Neisner Brothers glazed 
the front with Thermopane. Vice 
President Melvin B. Neisner says 
this visual front contributes to 





better store operation. Thermopane 
guards the store front against fog- 
ging in winter because condensa- 
tion does not form on this glass 
except under severe conditions. 


Ry 





You probably see this as just a store win- 
dow. Actually, it is an insulated wall... 
a transparent wall with approximately the 
same insulating value as an 8-inch brick 
wall or 12 inches of concrete. 

This wall is 7hermopane* insulating glass, 
two panes of plate glass with one-half inch 
of dry air sealed between. When walls 
are Thermopane, costs of exterior masonry, 
furring, interior plaster and paint are 
eliminated. Ona square foot basis, you'll 


find it an economical wall to build. 





Two Panes of Glass 





You’re Looking Through an Insulated Wall 


Using Thermopane assures more efficient 
heating and air conditioning, comfort near 
windows in winter, greatest possible use 
of your floor space. Also, outdoor noise 
is effectively hushed. 

If you are going to construct a building, 
regardless of its type or purpose, compare 
the cost of the completed, insulated, deco- 
rated, finished wall with Thermopane and 
weigh all the advantages. For a better 
understanding of how Thermopane works, 


write for our Jhermopane literature. *@ 








FOR BETTER VISION SPECIFY THERMOPANE 


MADE WITH POLISHED PLATE GLASS Blanket of Dry Air 





Sean wen esewenccacs MADE ONLY BY LIBBEY-OWENS-FORD GLASS COMPANY 


Bondermetic Seal ° 6275 Nicholas Building, Toledo 3, Ohio 
/ (Metal-to-Glass) 
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Joint Chiefs of Staff and MacArthur, as U. S$. High Command, 
Again Get Powers Over Civilians as Well as Armed Forces 


Power is piling up again in the hands 
of top U.S. military men. These men 
now are making decisions that poten- 
tially affect every American—decisions 
that might lead to wartime controls, 
heavier taxes, civilian scarcities, ration- 
ing—that already have led to the draft. 
Because actual fighting has begun in 
Korea, civilian officials necessarily listen 
when the fighting men speak. 

Just now, they are listening first of all 
to General of the Army Douglas Mac- 
Arthur, in command in Korea and the 
Far East. In addition, increasing author- 
ity rests with the Joint Chiefs of Staff, 
consisting of Gen. Omar N. Bradley, 
Chairman; Gen. Hoyt S. Vandenberg, 
of the Air Force; Gen. J. Lawton Collins, 
of the Army, and Admiral Forrest P. 
Sherman, of the Navy. 

General MacArthur, asking for men 
and materials to repel the invasion of 
South Korea, is concerned with that im- 
mediate problem. The Joint Chiefs, how- 
ever, must plan in world terms, must 
bear in mind that trouble, for which 
troops and supplies need to be held in 
reserve, may break out in half a dozen 


places. And over all hangs the possibility 
of war with Russia herself. 

> General MacArthur is back in his ele- 
ment as a man with a fight on his hands. 
With few regrets, he has turned the 
headachy problems of administering oc- 
cupied Japan over to underlings. He 
maintains an air of majestic, serene con- 
fidence. At 70, he shows few signs of his 
age. 

Flying back from his quick-look in- 
spection of Korea, the General made a 
series of rapid decisions. Among them 
was the order, passed to his officers, that 
American ground troops must be sent in. 
His air chief, Lieut. Gen. George E. 
Stratemeyer, urged that North Korean 
bases be bombed. 

“Go ahead,” said General MacArthur. 

A radio message brought information 
that British naval units had been placed 
at the General’s disposal. From the plane 
he sent immediate, revised orders to his 
naval chief, Vice Admiral Charles T. Joy. 

General MacArthur continues an in- 
flexible seven-days-a-week routine. He 
is up at 7 a.m., spends half an hour with 
his young son, breakfasts and disposes of 





paper work that has been brought to his 
home. Then at his office he finds, on his 
desk, situation reports’ and brief memo- 
randa on problems requiring immediate 
action. He scans them and issues orders. 

There are staff meetings on special 
problems. Very-important-person auto- 
mobiles often are parked two deep out- 
side headquarters. Normally, the Gen- 


eral receives visitors about noon and 
likes a leisurely chat with them. Now he 
is too busy for that. He works on until 


2 o'clock, goes home for lunch and a 
nap and returns at 4:30, to stay on until 
all papers are cleared away. This usually 
keeps him at his desk until 9 o’clock. 
Many of his callers in normal times are 
diplomats of friendly nations. He enjoys 
talking with them. Now, however. he is 
dodging such callers on a plea of too much 
war work to be done. The diplomats all 
want to ask one question: When the 
North Koreans are pushed back to the 
38th parallel, will U.S. forces go on into 
North Korea after them? The General 
simply is not answering that one yet. 
Since he took over in Japan, General 
MacArthur has watched impatiently the 
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The Korean crisis has promoted unification 
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Communist expansion in Asia. He has 
ent Washington repeated warnings. He 
wanted to protect Formosa against Chi- 
yese Communists months ago, but was 
verruled at the time. Now Formosa is 

0 be guarded, and the General has the 
sk of stopping the outright Communist 
oush in Korea. 

Since the fighting started, General 
MacArthur has been in close contact 
with Washington officials, reporting de- 
velopments and disclosing what, in 
troops, planes, guns and ships, he thinks 
may be needed to stop the invasion. His 
requests go to the Joint Chiefs of Staff. 

The Joint Chiefs have been giving 
him what he has asked for almost un- 
yestioningly—on the ground that defeat 
in Korea would seriously lower U.S. 
prestige among other Asian people threat- 
ened by the Communists. 

But, if the war in Korea should prove 
protracted and costly, a limit on what 
can be done will inevitably be reached. 
\merica’s troops and war supplies are 
limited at present. They may have to be 
rationed among a number of areas. In 
Indo-China, Burma, Siam and Iran, to 
say nothing of European areas, there are 
constant threats of Communist action. 

One obvious answer is more prepara- 
tion in the U.S.—more troops, tanks, 
ships, planes, guns. Such a program, of 
course, could meet with civilian resis- 
tance, but, in the present temper of Con- 
gress and the. country, officials consider 
this highly unlikely. 

So the Joint Chiefs may be expected 
to ask for more intensified preparation at 
home. There is well-founded talk that 
they may want to increase the defense 
budget by 3 to 4 billion dollars. The 
men who make these decisions have been 
meeting almost constantly in a closely 
guarded section of the Pentagon. 
>General Bradley, quiet, homespun 
and inexcitable, presides. Under his 
soothing influence, the interservice argu- 
ments of a year ago have largely dis- 
appeared. The Korean crisis, too, has 
done much to promote unification. De- 
cisions on helping General MacArthur in 
Korea were reached without difficulty. 
As Chairman, General Bradley is in 
frequent communication with President 
Truman. The two have much the same 
matter-of-fact approach to problems. The 
General reports the decisions of the Joint 
Chiefs to Mr. Truman, and the reasons 
for them. The President often asks ques- 
tions but, in the present situation, is 
ready to go along with his military ad- 
visers. 

If and when disagreements arise among 
the Joint Chiefs, it will be General 
Bradley’s job to report them to Mr. Tru- 
man and let the latter decide. Such cases 
in the past have found Mr. Truman ask- 
ing the Chairman, who has no vote in 
the Joint Chiefs, for his views. 
>General Vandenberg, handsome, 
suave and companionable, speaks for the 
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Air Force. He has been running into 
some criticism on the ground that actual 
fighting in Korea has demonstrated errors 
in his concentration on preparations for 
strategic bombing by the B-36. There 
have been many difficulties in providing 
support for troops in Korea. 

In communication with MacArthur, 
Vandenberg has been trying to set the 
situation straight and provide the Far 
Eastern commander with the sort of 
planes he wants. Meanwhile, he must see 
to the over-all dispersal of his Air Force. 

The Air General, 51, has a distin- 
guished war record which included com- 
mand of both strategic and tactical bomb- 
ing groups. He came to his present job 
after a term head of the 
fledgling intelligence service. 
>General Collins, a tough, cool bat- 
tle commander known as “Lightning Joe,” 
finds a new emphasis on his foot soldiers 
with the realization that it is they who in 
the end must save Korea. For months, 
he has been asking General Vandenberg 
to make more preparation for air cover 
for his troops. Observers think the early 
Korean fighting proved his point. 

Collins, 54, has a record of victories 
that spread from Guadalcanal to the 
Elbe. In Europe, General Bradley gave 
him many critical assignments. As head 
of the famous Seventh Corps, General 
Collins landed in Normandy on D Day. 
His forces spearheaded the break-through 
at St. Lo and freed Cherbourg. Later 
they pierced the Siegtried Line at Aachen 
and drove on across Germany to meet 
the Russians at the Elbe. He served as 
Deputy Chief of Staff of the Army be- 
fore being given his present assignment. 
> Admiral Sherman took over the Navy 
at the height of the squabble over uni- 
fication. By one means or another, he has 
managed to quiet his dissident officers. 
He also has gotten things for the Navy 
that a year ago would have been con- 

sidered impossible. 

Also, Admiral Sherman finds the Navy 
cast in an unexpectedly important role, 
with his forces protecting Formosa and 
blockading Korea and his carrier planes 
bombarding North Korean supply bases 
and other targets. 

The Admiral, scholarly and learned in 
international law, is a tough disciplinarian 
who battled his up through the 
Navy. He commanded an aircraft car- 
rier in World War II and for two vears 
was chief planning officer for Fleet Ad- 
miral Chester W. Nimitz in the Pacific. 

These are the men to whom the U.S. 
has entrusted its military future. General 
MacArthur may be headed for new fame 
as the first commander in chief under the 
blue and white flag of the United Nations. 
The others are destined to make the close, 
tough decisions, always criticized, that 
pinch the civilian. Their power to move 
in that direction is one of the increasingly 
firm facts of the new phase in the conflict 
with Russia. 
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Wabash is a major link between 
the East and West, North and 
South, offering you through 


routes with 66 railroads. Ship 
via Wabash for swift, sure hand- 
ling. For details, see the nearest 


Wabash Representative or write: 


P. A. SPIEGELBERG 
Freight Traffic Manager 
W abash Railroad, St. Louis 1, Mo. 
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(This article represents the result of an extensive 
research on a problem of outstanding importance.) 
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‘NEXT WAR’ WILL COST A LOT MORE 


Inflation has hit war just as it 
has everything else. 

To equip one armored division 
takes 200 millions. A pair of 
shoes costs twice what it did in 
World War Il. A tank now comes 
at $120,000. 

There is no cheap way to fight 
a war. Taxpayers can look for 
bigger bills if even a little war 
runs on for long. 


Cost of war, in dollars, will come 
high at this time. The price list for 
weapons has skyrocketed. Pay scales 
for men are far higher than in World 
War II. 

A little war in Korea readily can cost 
4 billion dollars a year on top of the 13.7 
billions that U.S. now is spending on its 
own defense. Even that expenditure 
would not pay for any large-scale mobil- 
ization of men or of industry for war pur- 
poses. An effort as big as the United 
States made in the peak vear of World 
War II would cost 124 billion dollars at 
present prices, against the actual cost in 
1944 of 89 billions. 

Every price rise from this point on will 
add more dollars to arms cost. A few 
sample prices and pay scales serve to 
show why war costs come very high, and 
may go higher. 

Pay and subsistence figures point 
up the trend. 

A private, first class, draws $95.33 a 
month, base pay. He drew $54 in the last 
war. A sergeant gets $139.65, compared 
with $96 in 1942. A captain in the Army 
is paid $313.50 a month where he used 
to be paid $200. 

Uniforms worth less than $100 in 1941 
are up to $250 now. A pair of shoes 
priced at $3 in 1942 will cost nearly $6 
now. Army food was valued at 51 cents 
per man per day during much of World 
War II. It costs 96 cents a day now, and 
prices are climbing. 

One man, to sum it up, now costs the 
armed forces about $4,000 a year just 
for his training and keep. That cost 
averaged about $1,900 a year in the last 
war. If defense chiefs should add 600,- 
000 men to their forces, as they can do 
on short notice, personnel-maintenance 
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THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office + 


55 WALL STREET -° 


Neu York 





Condensed Statement of Condition as of June 30, 1950 








ASSETS 
Cash, Gold and Due from Banks............. 
United States Government Obligations. ...... 
Obligations of Other Federal Agencies........ 
State and Municipal Securities.............. 
Other Securities. 
Loans and Discounts. ; re che 
Real Estate Loans and Securities Briere ae gees 
Customers’ Liability for Acceptances. 
Stock in Federal Reserve Bank. . 
Ownership of International Banking Corpora- 

tion. ec 

Bank Premises. 
Items in Transit with Branches. eee rar 
MOR IRR Oe 8 I 5a oF aoe od os bin sees, Wee asda 


Total... 2. 


LIABILITIES 
Deposits. , 
Liability on Acceptances and Bills. 
Less: Own Acceptances in Port- 
folio. . 13,643,923 


Due to Foreign Central ankes ee Shee Aye 
(In Foreign Currencies) 


$35,299,255 


Reserves for: 
Unearned Discount and Other Unearned 
Income..... 
Interest, Taxes, Other Accrued Expenses, ‘ete. 
Dividend. 


Capital. . $124,000,000 

6,200, 000 Sharea—$30 Pt) 
SULpIUS... .. ... 126,000,000 
Undivided Profits. 54,411,829 
IOV) Ge ERC Ota BRE Pr not? ae ee nel? 


$1,164,389,432 
1,860,934,857 
33,413,871 
386,328,935 
100,913,308 
1,333,230,909 
1,220,448 
20,836,361 
7,500,000 


7,000,000 
27,737,876 
18,606,117 

4,119,955 


$4,966,232,069 


$4,593,527,436 


21,655,332 
7,996,200 


304,411,829 


$4,966 232,069 


Figures of Overseas Branches are as of June 25, 1950. 
$314,724,210 of United States Government Obligations and $7,967,300 of 
other assets are deposited to secure $244,429,002 of Public and Trust Deposits 

and for other purposes required or permitted by law. 


(Member Federal Deposit Insurance Corporation) 





The foregoing statement does not include the figures of: 


CITY BANK FARMERS TRUST COMPANY 
Head Office: 22 William Street, New York 
Affiliate of The National City Bank of New York for separate 


administration of trust functions 


+ 





DIRECTORS 


WM. GAGE BRADY, JR. 
Chairman of the Board 


W. RANDOLPH BURGESS 
Chairman of the Executive 
Committee 
HOWARD C. SHEPERD 
President 


SOSTHENES BEHN 
Chairman. International 
Telephone and Telegraph 
Corporation 

CURTIS E. CALDER 
Chairman oj 
Bond and Share Company 


GUY CARY 
Shearman & Sterling & Wright 


EDWARD A. DEEDS 
Chairman of the Board, The 
Nationa! Cash Register 
Company 

CLEVELAND E. DODGE 
Vice-President, Phelps Dodge 
Corporation 


L. M. GIANNINI 
President, Bank of America 
National Trust and Savings 
Association 

JOSEPH P. GRACE, JR. 
President, W. R. Grace & Co. 

WILLIAM H. HOOVER 
President, Anaconda Copper 
Mining Company 

AMORY HOUGHTON 
Chairman of the Board, 
Corning Glass Works 

ROGER MILLIKEN 
President, Deering, Milliken & 
Co. Incorporated 

FREDERICK B. RENTSCHLER 
Chairman, United Aircraft 
Corporation 

GERARD SWOPE 
Honorary President, General 
Electric Company 

REGINALD B. TAYLOR 
Williamsville, New York 


ROBERT WINTHROP 
Robert Winthrop & Co. 
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inute 
quiz... 


for Investors! 


It’s easy enough to take—but may be 
more difficult to pass. The questions 
are those that any prudent investor 
should ask himself from time to time 
—the kind that he should have good 
answers for. We just put these six to- 
gether to help you clarify your own 
thinking—to help you decide how 
sound your investment program may be. 


Here’s the quiz:— 


1) Have the prospects for the industries 
—and companies—represented by my 
holdings, changed materially in the 
past six months? 


2) Do present earnings adequately cover 
current dividend rates—the income 
I’m counting on? 


3) If I were selecting stocks today, 
would I buy the same ones I own 
now? If not, should I consider sell- 
ing them? 

4) Have I maintained a proper balance 
between protective, income produc- 
ing, and growth type securities? 


5) Have there been any recent changes 
in management—or business—that 
alter the outlook for companies that 
concern me? 


6) Am I thoroughly satisfied that the 
securities I own are the best that 
money can buy—for my purposes? 


If you aren’t satisfied with your an- 
swers—perhaps ours might help. 


Our Research Division will be glad 
to send available facts and informa- 
tion on any stock that interests you 
. . . will be glad to examine a list of 
your holdings—tell you just what it 
thinks in terms of your needs, your 
objectives, your particular situation. 


There’s no charge, no obligation, 
whether you’re a customer or not. Just 
tell us something about yourself in a 
confidential letter to— 


Department SA-40 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 
70 Pine Street, New York 5, N. Y. 
Offices in 98 Cities 
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costs alone will jump more than 2.4 bil- 
lion dollars a year. 

That only begins the story on rising 
costs of fighting wars. 

Weapons prices have multiplied. 
New arms are more complicated, larger 
than World War II types. Even where 
a weapon is basically unchanged, higher 
costs of materials and labor make it far 
more expensive than it was several years 
ago. 
A Garand rifle, for example, cost $40 
in World War II. Now it costs $64. A 
bazooka was $36.25. It is $122 now. 
Trucks that were about $3,000 apiece 
cost nearly $6,200 each in recent orders. 

Jeeps that cost $1,051 are being re- 
placed by new-style jeeps, priced at 
around $2,670 each. These latest ve- 
hicles, however, can ford streams while 
completely submerged, and provide the 
power for a short-wave radio set. Styles, 
and prices, have changed in antiaircraft 
guns, too. The Army is ordering Sky- 
sweeper gun sets, for instance, costing 
around $400,000 each, to replace the 
40-mm. Bofors guns that cost $40,000. 

Tanks are larger, costlier. A $60,000 
medium tank of 1944 is at least $120,000 
today. A new light tank costs five times 
as much as its World War II counter- 
part. Buying of tanks is about due to 
begin on a sizable scale. No big orders 
have been let since the war ended, and 
present tanks are all outmoded, nearly 
worn out. A tank-procurement program 
will cost hundreds of millions of dollars. 

The real shock for the taxpayer comes 
when all these cost increases on individ- 
ual weapons are added up, and the bill 
presented for one combat organization. 
For example: Initial cost of a new in- 
fantry division was 14 million dollars 
in 1944. It would be 75 million now. An 
armored division was fitted out for 30 
million in 1944. Its first batch of equip- 
ment would cost 200 million now. 

Planes and guided missiles afford 
some other dramatic instances of cost in- 
creases. Only one military plane in four 
is a new, postwar craft; the others are 
holdovers and will have to be replaced. 

Replacements will be far more expen- 
sive. The Air Force and Navy already 
plan to spend 2.3 billion dollars this year 
on aviation. But that will buy only 2,372 
planes. For a really big air fleet, many 
more billions would be needed. 

New planes are not much like the old 
ones they replace. A Navy plane once 
had a radio, some guns, little else. Now, 
a typical patrol craft needs antisubma- 
rine, radio communication, navigation, 
radar countermeasure and radar early- 
warning gear, plus guns, rockets, and 
automatic fire-control systems. 

Price rises resulting from increased 
equipment are illustrated by these ex- 
amples: 


oeeeeieenea 


The Navy figures that planes it wil] 
buy in the next 12 months will average 
about $98,000 more per plane than those 
bought in the year just ended. The Air 
Force paid an average of $100,000 for a 
fighter plane in World War II: the cost 
of its modern jet replacement is $150.. 
000. A B-17 bomber was $362,000 in 
1942; the B-36, a much larger plane but 
with the same strategic role, costs around 
$4 million. 

Production cost per pound of airframe 
weight for military planes is about $60 
now, where it was $49 in 1948. U.S. 
would have to double its output of 
planes, at the least, to support any siz- 
able war venture. 

Guided missiles will represent a wholly 
new expense for U.S. armed forces, in 
another war. All signs point to their 
widespread use in both offensive and 





A CARGO PLANE TAKES ON A TANK 
Prices have skyrocketed 


defensive fighting. Yet each one is an 
intricate mechanism that costs many 
thousands of dollars to build. No figures 
are available to show costs for these 
deadly gadgets; they are just said to be 
enormously expensive. 

Ships, and everything on them, also 
cost more than they did. The U.S. built 
100,000 naval ships of all kinds for about 
23 billion dollars during World War II 
and immediately afterward. Many are 
available for use. But new and better 
submarines and carriers are needed, espe- 
cially. Even the older ships will have to 
be rearmed. 

A naval building program of any size 
could easily add a billion dollars to arms 
expenditures. A carrier of the 27,000- 
ton Essex class costing about 65 million 
dollars in World War II is 120 million 
now. A larger, Midway class, carrier 
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originally costing 91 million would be 
160 million. A 2,400-ton destroyer was 
$10.674.000; it would be 20 million now. 
4 fleet submarine was $6,033,000 the 
last time; a new, snorkel-type craft costs 
above 11 million. 

These price tags reflect the rise in steel 
prices and shipbuilding wages. Steel 
averages around $88 a ton where it was 
$52 during most of the war. Shipbuild- 
ing workers get around $1.65 an hour 
against former earnings of $1.35 an hour. 

Naval ordnance has gone up in cost, 
along with everything else. An antiair- 
craft gun that cost $113,000 in World 
War II would cost $275,000 now. Fire- 
control systems for shipyard antiaircraft 
suns were $160,000 each. They are 
$480,000 at present. A torpedo bought 
for $9,000 is $14,000 now. A mine has 
gone from $900 to $1,250. A 3-inch shell 
is $33.50 where it was $30; a 500-pound 
bomb, $160, where it was $118. 

Fuels and materials will be needed 
in astronomical quantities by the armed 
forces. They will pay more for what they 
get than they paid the last time, even if 
prices are frozen at the outset of large- 
scale buying. 

Gasoline, for one example, is nearly 
twice as costly as it was in 1943. Oil is 
worth 125 per cent more than it was in 
World War II. Lumber is widely used by 
the armed forces, and that costs more 
than twice what it did. Chemicals are 
up about 20 per cent; drugs, 12 per cent. 

Copper is up 57 per cent over the 
World War II level. Lead costs nearly 
100 per cent more. Synthetic rubber, to 
be used in vast amounts, will cost more 
to produce. Natural-rubber prices already 
have jumped in the last two months. 
Imported wool is selling for twice as 
much as it did in 1943. Aluminum, mag- 
nesium, many othet minerals would be 
required for a war effort, and prices are 
up in virtually all cases. Atomic-energy 
programs, other activities bearing on the 
country’s war potential would expand 
and add to costs. 

Arms spending, these figures make 
it clear, will rise sharply if U.S. wants 
any large armies in the field with good 
nev equipment. Present spending totals 
13.7 billion dollars a vear. That looks 
bigger than it really is. At today’s higher 
prices, it buys only what 8.1 billion 
bought in 1944. It represents less than 
10 per cent of the cost of one year’s 
fighting on the 1944 scale. 

That gives taxpayers a hint about what 
to expect if the Korean war spreads. Arms 
buying on a mass scale will tend to bring 
costs of individual weapons down. But 
there will always be some new and more 
expensive item to produce. As the cost 
figures show, nobody has been able to 
figure out a way to make cheaper weap- 
ons, or less expensive war. 
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“Let me tell you how 
that harbor operation 
actually works.” 


OUR TRAFFIC MEN HAVE 
PRACTICAL TRAINING 





Trust the advice of men who are trained as B&O 
trains them. Whether you are in Seattle or San 
Antonio, the information a B&O man gives you on 
New York—or Toledo—or Baltimore will be sound. 
He has been there—has had on-the-spot training 
throughout the B&O system. 


Our representatives from coast to coast and from 
border to border have seen actual B&O operations— 
in yards, terminals, and offices. They have studied, 
under departmental officers, the many phases of 
shipping you will wish to know about. 

So ask our man. He knows what makes a railroad 
tick, and his advice will save you time and money! 





RAILROAD 
lhe Lune tf Senitnel Serve 


BALTIMORE & OHIO 





39 





Labor Week 











LABOR BACKLOG FAR BELOW 1940 


Labor surplus, already small, 
will disappear rapidly in case of 
a major war. There is no big back- 
log of unemployed to draw from 
as there was when U. S. started 
to rearm for World War Il. 

Man-power controls, as a re- 
sult, will be more drastic and will 
come sooner. Workers will be 
required to shift to essential jobs. 
There will be a ceiling on wages. 
Draft of labor is likely. 


This country’s labor supply, tighter 
now than for many months, offers little 
surplus to draw from in the event of 
expanded production for war. Pro- 
longed fighting in Korea alone, cou- 
pled with the partial mobilization of 
the armed forces, could quickly turn 
labor surpluses into shortages in some 
areas. 

Full-scale war, as a result, would bring 
immediate man-power controls. Workers 
in nonessential industries would be 
shifted to jobs in war plants. A call 
would go out to women and older work- 
ers to rejoin the labor force. Wages 
would be stabilized. A moratorium on 
strikes would be demanded. 





A / 


ARMY TECHNICIANS 


Shortage Could Come 


Labor controls necessarily would come 
sooner than in World War II because 
industry and the armed forces would 
have a smaller reservoir of workers from 
which to supply their needs. In 1940, 
when the country began to build up its 
defenses, there were 8 million unem- 
ployed. Today, the number of workers 
looking for jobs totals only 3.3 million. 

Skilled workers, even now, are hard 
to find in some fields. Employers in 
Detroit and some West Coast cities are 
reported to be bidding against each other 
for a limited supply of skilled men. But 
present shortages, where they exist, are 
not serious and have not reached the 
point at which employers are willing to 
take workers of lesser skills to meet their 
demands. 

Latest employment figures show what 
is happening. In June, 61,482,000 civil- 
ians were working, an increase of 1,750,- 
000 over May. This employment figure 
was the highest since the summer of 
1948. Unemployment was up slightly 
from May—from 3,057,000 to 3,384,000 
—but this was due to the influx of new 
college graduates and _ student-workers 
into the labor market. 

A backlog of 3,384,000 workers 
would be quickly absorbed in a shift to 
a war economy. The Air Force already is 
appealing for skilled technicians to vol- 
unteer. Most in demand are men experi- 
enced in radar, radio and telephone 





—Dept. of Defense 


Skilled workers are needed by both industry and armed forces 
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Quickly in Big Conflict 


work. Other branches of the armed sery- 
ices are likely to join in the appeal jf 
fighting in Korea threatens to continue 
for some time. 

Job controls, not now planned for 
the immediate future, will be more rigid 
than during the last war, when and if 
they come. Unions and employers might 
find it impossible to prevent a labor 
draft that would force workers to move 
from one job to another. These are not 
likely to come, however, short of a ma- 
jor war. 

The problem of getting workers to 
shift into war jobs might be complicated 
by the new industrial pension systems. 
Under these systems, workers are re- 
quired to serve the same company 20 to 
30 years to be eligible for pensions. The 
Government, if it starts moving men and 
women around in industry, probably will 
need to provide protection against loss of 
pension rights. 

Pension systems, in a few cases, al- 
ready are causing problems for employ- 
ment managers who are trying to re- 
cruit skilled workers in areas of tight 
labor markets. They find a greater ten- 
dency among older workers to retire, now 
that Social Security payments are aug- 
mented by the company pensions. These 
men often are skilled craftsmen. 

Labor-shortage areas are increas- 
ing. A Labor Department survey of 99 
major production centers showed that 
tight labor markets-had developed in 9 
cities by May, against 4 cities in March 
and 2 a year ago. These are cities where 
less than 3 per cent of workers are un- 
employed. The Department reported 
shortages developing in the construction 
and metal-trades industries in some 
North Central States. 

Cities just added to the list of tight 
labor markets are Denver, Des Moines, 
Pontiac, Dallas and Evansville, Indiana. 
They joined Jacksonville, Rockford, Ill. 
South Bend and Flint. Many other cities 
showed improvement in their employ- 
ment situations. 

Another survey showed that there are 
now 81 cities in which 12 per cent or 
more of workers are unemployed. This is 
a net decline of seven cities since the 
last check, in April. Areas on this list 
are eligible for special attention in award 
of Government contracts. Taken off the 
list, when hiring improved, were Muske- 
gon, Mich.; Knoxville, Tenn.; Worcester, 
Mass.; Terre Haute, Ind.; Meriden, 
Conn.; Bennington, Vt.; Park City, Utah, 
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ALL ALONG THE LINE THEY AGREE... 


“Employers Mutuals are good companies 
to do business with! 


ict 





erv- 
il if 


nue 


f( or 
igid 
d if 
ight 
ibor 
ove 

not 
ma- 


to 
ited 
2ms. 
Te- 

) to 
The 
and 
will 
s of 


JOIN US ina “cross-section” visit within the organization 
of an Employers Mutuals policyholder. You'll hear some 
mighty interesting—and widely different—reasons why 
al- Employers Mutuals services are considered “tops” all 
along the line. Just listen: 


Executive: “Accidents reduced... morale improved... 
operating costs lower . . . insurance costs cut.” 


Superintendent: ‘Accident hazards eliminated . . . every- 
one actively interested in safety ... receiving 
wonderful cooperation... production up.” 


Plant Nurse: “Health-hvgiene practices improved . . . fine 
cooperation in first-aid group instruction.” 


Employee: “Fair, prompt claim settlement . . . consider- 
ate treatment ... safer, better working condi- 
tions ... the Boss got us the best!” 

* 28 
. And so it goes. All along the line they agree that 
mployers Mutuals are good companies to do business 
with’’—not only on workmen’s compensation, but on all 
other kinds of insurance written by these seasoned com- 
panies that are owned by the policyholders they serve! 

Employers Mutuals write: Workmen's Compensation— Public 

Liability—Automobile—Group Health and Accident— Burglary 

— Plate Glass—Fidelity Bonds—and other casualty insurance. 


Fire—Extended Coverage—Inland Marine—and allied lines. 
All policies are nonassessable. 


=... EMPLOYERS MUTUALS of WAUSAU 


aaERSTANDARE Home Office: Wausau, Wisconsin - Offices in principal cities - Consult your telephone directory 


EMPLOYERS MUTUAL LIABILITY INSURANCE COMPANY OF WISCONSIN - EMPLOYERS MUTUAL FIRE INSURANCE COMPANY 
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R. R. WASON * 
President 
MANNING, MAXWELL 
& MOORE. INC 


says: 





“‘Manning, Maxwell & Moore, Inc. 
has manufactured Consolidated 
Safety Valves, Ashcroft Gauges and 
many other Steam Specialties for 
three-quarters of a century. Quite 
some years ago, it became apparent 
that if we were to become important 
in the oil industry, we should live 
in the atmosphere of oil and obtain 
the benefits of engineers and tech- 
nicians skilled only in oil. 

“Accordingly, in 1943 we trans- | 
ferred the manufacture of our Safety 
Relief Valves from Bridgeport, 
Conn. to Tulsa, Oklahoma. 

“In Tulsa we found the mechanical | 
skills and engineering abilities that 
were not available in our Connecticut 
locations. We have ad consistent | 


growth and profit out of our opera- 
tion. 

“Oklahoma is new country. Hav- 
ing no past to defend it has taught 
us many valuable lessons that we 
have been able to utilize in our | 
Eastern properties.” 
“Above statement a di- 


rect quotation in Mr. 
Wason's own words. 





Oklahoma has many business ad- 
vantages in addition to those which 
appealed to Manning, Maxwell @ 


Moore. Send for this book of 

information which describes 

&raphically, 12 of this 

state's favorable factors. A 
special confidential survey 
report relating to your 
own business will be pre- 


pared on request. 


NHOMA 





















PLANNING and RESOURCES BOARD 
STATE CAPITOL BUILDING 
OKLAHOMA CITY, OKLAHOMA 
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Labor Week 





and the lumber area of Michigan’s Upper 
Peninsula. One area, around Newport 
News, Va., was added to the list. 
Trained workers for skilled trades in 
factories and construction now are avail- 
able in greater supply than at the start 
of World War II. This is because many 
workers were moved up into skilled jobs 
during the war and still are in industry. 
Apprentices, too, are being trained in 
greater numbers. The Labor Department 
reports that 231,000 apprentices are in 
various stages of training. About 73,000 
will complete their training this year and 


become full-fledged craftsmen in varioys 
trades. The largest single group is pre- 
paring for jobs in the construction indus. 
try, while many others will qualify fo 
var-plant jobs if needed. On th« iverage 
they receive four years of training as 
apprentices. The unions and employers 
co-operate in the program. 


This program is in marked contrast 
with the situation in 1942, when the 
country found itself running short of 


skilled workers for war production. There 
was no similar training prograi 


World War II. 


prior to 





GM PLAN AT ALLIS-CHALMERS 


Union and Firm Find New Basis for Peace 


The General Motors formula for re- 
ducing labor troubles has been adopted, 
with variations, by another big employ- 
er. Allis-Chalmers Manufacturing Co. 
has signed a GM-type long-term contract, 
calling for automatic pay 
an effort to bring peace to a plant that 
has had a series of strikes and labor dis- 


increases, in 


turbances. 

The Allis-Chalmers agreement, like 
that of General Motors. was signed with 
the CIO United Auto Workers, and cov- 
ers the company’s plant at West Allis, 
Wis. Company and union are attempt- 
ing, through this contract, to improve 
relations that have not always been 
pleasant. 

A novel provision of the Allis-Chalmers 
agreement is aimed at keeping Commu- 
nists from controlling the local union in 
the future. For vears, this UAW local 
was dominated by left-wingers until na- 


tional UAW officers removed them afte 
a costly strike. 
The agreement provides that local- 


union officers will be chosen secret 
ballot at.elections held inside the factor 
during working hours, without loss of 
wages. This is expected to insure parti- 
cipation of all members of the union in 
the voting, instead of letting small 


group select officers at a night meeting in 
the union hall. 

Another new clause provides that no 
strike can be called unless it is author- 
ized by secret ballot in the plant, again 
during regular hours and at company ex- 
pense. This unusual provision 
sulted from incidents at the plant. Left- 
wing union leaders were accused of stuff- 
ing the ballot boxes in one strike-author- 
ization poll held by the union. 

In other respects, the Allis-Chalmers 
agreement follows some of the provisions 


ilso. re- 





UAW’‘S PRESIDENT REUTHER, VICE PRESIDENT LIVINGSTON 
...a@ peace formula, with variations 
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‘the General Motors contract. Negoti- 
sors for the union at Allis-Chalmers 
sere headed by John W. Livingston, a 
‘AW vice president who helped UAW 
resident Walter P. Reuther work out 
te settlement with General Motors. 
routher presumably was consulted by 
livingston on the changes made in ap- 
ving the GM formula to Allis-Chalmers. 
The Allis-Chalmers contract runs for 
ye years. as does the General Motors 
seement. However, at Allis-Chalmers 
ther side can ask for a new wage ad- 
tment at the end of the second vear. 
it General Motors, there is no provision 
r discussing wages before the five-year 
veriod ends. 

4 pay raise of 3 cents an hour is 
santed with the acceptance of the agree- 
ent by UAW members at Allis-Chal- 
1s. This raise is to be repeated in 
51. In mid-1952, the union might ask 
ora larger raise or the company might 
ropose that the automatic increases be 
copped or revised. If both sides prefer, 
he 3-cent raise can continue each year 
for three vears. GM workers get an an- 
ual raise of 4 cents an hour for five 
ears. 

Cost-of-living adjustments are to be 
ade outside of the yearly automatic 
ncreases in both General Motors and 
illis‘Chalmers contracts. In the latter 
ase, the adjustment comes every six 
jonths, with wages going up or down 
cent an hour for each change of 1.25 
ercentage points in the consumers’ 
rice index. The General Motors adjust- 
nent is made every three months on 
bout the same scale. 

UAW allowed a modification of the 
seneral Motors pension program in the 
ewer agreement. Allis-Chalmers pen- 
ions are to total $100 a month, includ- 
g Social Security. The GM plan will 
llow somewhat larger benefits if federal 
ensions are increased as expected. 
A new type of union-security clause 
so is contained in the Allis-Chalmers 
greement. Employes who now do not 
elong to the union are not required to 
oin. Present members of the union may 
ésign during a five-day period after the 
mtract goes into effect. If they do not 
esign, they must continue to pay dues 
uring the five-year period to keep their 
bs. New employes are to join the UAW 
ithin 90 days after being hired. The 


(cneral Motors agreement does not con- 
tain the five-day escape period for pres- 


nt members of the union. 
Allis-Chalmers also agreed to give an 


&tra pay raise for skilled groups and to 
legotiate further on wage adjustments 
‘tsome groups of workers whose pay is 


ut of line. Group-insurance benefits are 
) be raised. Employes with 15 years 
service are to get three weeks of vaca- 


ton with pay. 


JULY 14, 1950 





Perfomance 


The performance of the new FRIDEN wltra-matic calculator 
has enabled the development of new methods... 

resulting in unbelievable reductions in the time required to 
secure answers to numerous business problems. 


As an example. ..with the use of this new calculator and the 


FRIDEN AUTOMATIC MONTH COMPUTOR 
and REBATE METHOD 

it enables Banks, Business Houses, Retail Stores sa Automotive 

and Appliance Dealers to figure rebate interest and earned or 

unearned interest on Installment Loans...in a matter of seconds. 

No matter what your business is, we urge you to call 

your local Friden representative and arrange for a demonstration 


on your own work...in your own office, without obligation. 


Friden Mechanical and Instructional 







Service is available in approximately 250 
Company Controlled Sales Agencies 


throughout the United States and Canada. 


FR i= Ad CALCULATING neenmenien co., INC. 


HOME OFFICE AND PLANT- SAN LEANDRO, CALIFORNIA + SALES AND SERVICE THROUGHOUT THE WORLD 
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Some day...to far-distant lands 


..- how Nickel helps make dreams of faster and faster planes come trie 


As yet ten-year-old Tod has never been 
far from home... on his own. 


“No farther than a whoop ’n’ a holler,” 
he says wistfully. 


“But some day,” this fifth-grade Marco 
Polo promises himself dreamily, “—some 
day, I'm gonna take off. 


“T'll fly to Brazil, to Hong Kong, to the 
Congo, to New Zealand ... everywhere. 


“And I'll fly there fast—faster than fast 
—in a jet air liner that'll get me there and 
back before Mom has a chance to worry.” 


Happy landings, Tod. You're dream- 
ing in the right direction—the direction 
Inco researchers took when war condi- 
tions pointed up the need for jet engines. 


Then the right metal for jet engines 


just didn’t exist. There was no metal that 
would hold its strength, hour after hour, 
despite white hot blasts . .. despite terrific 
stresses. 


Today, there are several such metals— 
high temperature alloys of many types, all 
containing Nickel—and two of them are 
Nimonic 80® and Inconel “X"®. 


These two are products of Inco re- 
search. Both were developed after 
years of exhaustive search, after ex- 
periments with hundreds of alloys. 


With the development of these new 
metals, jet engines became a _ practical 
reality. Giving Tod...and you... prac- 
tical reason for dreaming of journeys by 
jet planes in the not-too-distant future! 


For all its importance, you don’t see the 
Nickel in a jet engine. Nor in a wrist- 
watch, a toaster, a thermostat. You don’t 





Within recent years, Inco research men have developed 
two tough metals that help make jet engines practical — 
Nimonic 80 and Inconel ‘"X’’. Both are alloys of Nickel. 


see it because it’s intermixed with other 
metals to give special and useful prop- 
erties. That’s why Nickel is called “Your 
Unseen Friend.” 







Know more about “Your 
Unseen Friend” — more about 
Nickel’s discovery. how tt 
was first used, how it’s now 
used to make things easier 
and better for you. Read 
“The Romance of Nickel” 
— well-illustrated. interest- 
ing, informative. For your free 

copy, write Dept. 262z, New York 5, N. Y. 


THE INTERNATIONAL NICKEL COMPANY, INC. 


“at, Nickel 


TOeAOE mate 
© 1950, T. 1. N. Co. ...Your Unseen Friend 
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Trend of American Business 





24th and N Streets, N.W. 
Washington, D. C. 


Bulging order books mean there's a Squeeze ahead for business. Room will 
have to be made for war orders. Civilians will get fewer durable goods. Soft 
goods and food will continue abundant, unless consumers go on a buying rampage. 

There's not much leeway, not much elbowroom anywhere. Thin wall separates 
business from a whole flock of Government controls. 








Tight situation in business today contrasts with the slack available in 
September, 1939. Then, war contracts could be added to order books without much 
effect on normal business. Guns and butter were possible for a number of months. 
Government controls were applied in a wholesale manner only after Pearl Harbor. 

But, now, many industries don't have the luxury of excess capacity. =« 
Consumer demands are beating against production doors. 

When you look around, the contrast with 1939 is striking: 

Industrial production is at peak levels for peacetime. When World War II 
started, business activity was well below the 1936-37 peaks. 

Steel production now iS at capacity. Still, there's hardly enough to go 
around. During September, 1939, steel output shot up from 63 to 84 per cent 
of capacity. Big new orders could be taken in stride then. 2 

Automobile assembly lines are operating at top speed. There would be no 
reom to raise output the way auto makers did in September, 1939, when sales 
scooted up. Big war orders now clearly would mean fewer civilian cars. 

Construction now is nearly four times as high as in 1939. Then, much of it 
wes public building. Now, the bulk of it is private. Then, the Federal Govern- 
ment was giving building a shot in the arm. Now, the question is whether build- 
ing isn't overstimulated. Building controls are sure, if the Korean crisis 
deepens. Steel, copper, lumber, cement would be diverted from private building. 

Unemployment isn't the safety valve it was in 1939. Then, most of the 10 
million unemployed were soon absorbed into factories or the armed services. 

Last month, there were 3,384,000 unemployed. Some of these were youngsters 
looking for vacation jobs. Actually, there's little more than normal unemploy- 
ment. Of course, many people not ordinarily in the labor force--especially women 
--could be retrained fast to skills developed in the last war. Point is, though, 
that there isn't as much slack in the labor picture as was apparent in 1939. 




















But, when you look at over-all capacity to produce guns or butter, there's 
a lot more of it than in 1939. Much plant capacity was added during the war. 
And further increase has been made since. 

Capacity to produce steel, machinery, chemicals, synthetic fibers, a 
thousand other things is much greater than before the last war. 

Idle capacity in shipbuilding, aircraft factories, synthetic-rubber plants 
is large. Most of it wasn't even in existence in 1939. 

Coal and oil, if needed, could be produced in much larger quantities with 
present equipment and labor force. 

Potential bottleneck looms in moving goods, though, even if defense orders 
don't put much of a bulge in production. Number of serviceable freight cars is 
hardly large enough to take care of peak needs. Very few new freight cars are 
being turned out. Many cars need repairs. 

Unfilled orders for freight cars are climbing, will climb more. Railroad- 
€quipment makers will have to speed up production. They are usually among the 














(over) 
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TREND OF AMERICAN BUSINESS-- (Continued) 


first to receive orders for heavy armaments. 
Cargo ships from the Government's laid-up fleet could be put into operation 
speedily, if needed. Plenty of seamen are available. Shipping is no problem, 





Corporations are better fixed financially than in 1939..... 

A decade of profitable operations is behind them. This was not so in 1939, 
Reserves are built up. Capital outlays 2re no strain. Liquidity is improved. 

Net working capital of corporations is about three times as high as when 
World War II started. This rise more than compensates for the reduction in the 
value of the dollar in the interin. 

Earnings outlook is very favorable. Dividends will hit a new high in 1950, 

Corporate taxes are likely to be increased. And, if big war comes, excess- 
profits taxes will be slapped on again. That raises the question of what profits 
base would be used to figure the excess. Any base figured on profits in postwar 
years wouldn't yield much. Some adjusted base would be necessary. 














Business inventories are below their postwar peak but are rising..... 

Inventories were worked down last year. This year--especially recently-- 
increases have been shown. Cautious policies are being sidetracked. 

Manufacturers' inventories showed gains during May, even though sales and 
new orders were moving up. 

Wholesalers' stocks were little changed in May. This was quite remarkable 
Since wholesalers' sales were very heavy. Metals, chemicals, building supplies, 
several other lines chalked up extraordinary sales gains. 

Retail stocks--except in department storeS--rose somewhat during May, 
despite very large sales to consumers. 

Signs now indicate a more determined effort to build up inventories at all 
levels of trade. Sales upturn, even befcre the Korean affair, showed this to be 
necessary. Now there is the added incentive of uncertainties about supplies. 




















Consumer buying is the thing to watch closely now..... 

People have plenty of money, both savings and current income. 

Credit is easy to come by. Terms are far from burdensome. 

Buying splurge could spread like wildfire, if things go badly in Korea. 

Already danger signals are flying. Auto salesmen suddenly find.a new flood 
of interest and orders. A rubber company tries to head off a run on tires. 
Department-store sales spurt in the week after the Korean attack. Grocery stores 
find sugar, pepper, soap flakes hard to keep on the shelves. Building materials, 
especially brick and lumber, seem to be getting scarce. 

Prices of everyday things are beginning to stir. Mainly on commodity 
markets, not so much at retail. Hogs, sugar, cocoa, coffee, cotton, corn moved 
up in price last week. These markups mean a lot more to the public than the 
sharp advances in tin and rubber, fully expected in any Far Eastern crisis. 

Buying to beat price rises, hoarding are just what Washington is watching 
for. It's the most direct route to controls at the consumer level. 

















Consumer controls may be forced by events. Credit controls probably would 
come first. New laws probably would have to be passed to sanction controls over 
prices, rationing, wages and man power, if such controls were thought necessary. 

Controls over industry are available now, if needed. 

Power to draft industry for war purposes is in effect now. Selective 
Service Act gives the Government authority to force priorities on war orders. 

Pool of Government-owned plants--900 of them--can be put to work on 
Government orders. Many of these plants are leased to private firms. 

The Stockpiling Act permits allocation of strategic materials to war 
contractors. Legal basis also exists for a number of other controls. 

But Washington, at least at first, wants to try voluntary allocations and 
priorities. Run on goods, though, could bring down the control harness fast. 
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- THE IMPORTANT THIRD STEP 
Makes Manufacturing Profits 














Manufacturers in The Land of Plenty, who have made their 
products well and sold them efficiently, rely upon the Norfolk 
and Western’s Precision Transportation for THE IMPORTANT 
THIRD STEP — swift, safe, economical delivery. 


This dependable rail service is one of the major advantages 
of this great-and-growing industrial region. In the four post- 
war years, the Norfolk and Western has authorized and spent 
more than $105,000,000 for modern, thoroughly efficient 
equipment and facilities all over the railroad ... for tested 
and improved operating methods. Add to this the vital human 
element... the skill and faithfulness of thousands of 
dependable Norfolk and Western employees, who take a 
personal interest in every shipment. 









SURER in then Ponti) 





If you're looking for a really good plant site, write to the 
Industrial and Agricultural Department, Drawer U-309, 
Norfolk and Western Railway, Roanoke, Va. This department's 
specialists, for almost a half-century, have helped manufacturers 


to find profitable locations for their particular business ... 
in confidence . .. without obligation. Call on them — 
depend on them. 


e For The Important Third e Varied raw materials... 
Step Dependable plenty of power and in- 
Norfolk and Western dustrial water . . . sound 
transportation. financial facilities ... 


e Efficient, ‘“home-rooted’’ 
manpower + « nearness 
to major markets... 


e Cooperative state and 
local governments... 
good clean communities 


e World’s finest supply of «+ « good climate... 


Bituminous Coal... and ROOM TO GROW! 


Novfotk..- Westowe. 


RAILWAY 


+ The Land of Plenty — the six great states served by the 
Norfolk and Western Railway — Virginia, West Virginia, 
North Carolina, Ohio, Maryland and Kentucky. 
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Finance Week 








CRISIS JOLTS TAXPAYERS’ HOPES 


Cuts Are Uncertain, Rise Gains Support 


Excise cuts, after all, are not 
certain. If voted, they may have 
to be withdrawn later. 

Stepped-up military and civil- 
ian buying puts a new light on 
promised tax relief. 

Spending by Government will 
rise from now on, will be at least 
1.2 billions greater in fiscal 1951 
than in fiscal 1950. 


The U.S. taxpayer, looking ahead, 
can find little room for comfort in the 
fact that the federal budget for fiscal 
1950 came closer to balance than ex- 
pected. 

Federal spending, from now on, is sure 
to go into a rising trend. That would be 
true even if there were no war in Korea 
to run military spending up. 

Budget improvement over official esti- 
mates in the fiscal year that ended June 
30 was due largely to a lag in spending 
plans. Some of the bills contracted dur- 
ing that year will come due in the new 
fiscal year, which began July 1. 

As matters now stand, the excise tax 
relief that had been promised for this 
summer no longer can be guaranteed. An 
increase in taxes on bigger corporations 
is gaining support. So is the proposed 
speed-up in corporate tax payments, 
which may be seized upon as 





—Acme 


BUDGET DIRECTOR LAWTON 
The trend is for continued deficits 


Revenue reached $37,045,000,000. 
That was 445 million more than Budget 
Director Frederick J. Lawton estimated 
as recently as last April. 

Spending totaled $40,167,000,000, 
which was $1,833,000,000 less than the 
April estimate. 


Deficit of $3,122,000,000 was $2,278. 
000,000 below Mr. Lawton’s estimate. 

In fiscal 1951, the vear that began 
July 1, the outlook is not so bright. 

Revenue, assuming no change in taxes. 
is likely to reach $37,545,000,000. That 
will be half a billion dollars more than 
in the year just closed. Incomes and 
profits are rising, so that there will be 
more money to tax. 

Spending probably will rise to at least 
$41,393,000,000, which will be $1,226. 
000,000 more than in fiscal 1950. This 
allows for an increase of only 200 million 
dollars in military costs above \{r. Law- 
ton’s estimate of last April. 

Deficit, on this basis, would be $3,848.- 
000,000, or $726,000,000 more than in 
the 1950 fiscal year. 

These unofficial estimates, however, 
reflect only the actual outlays of money 
to be expected in the new fiscal vear, and 
do not tell the whole story. 

Spending by Government—that is, 
federal payments for goods and services 
as they are delivered—will lag behind 
commitments. The budget measures pay- 
ments, not orders. The real impact of 
Government buying on the economy will 
be considerably greater than budget 
figures suggest. 

Military costs, for example, are placed 
by these budget estimates at 13.7 billion 
dollars for the fiscal year 1951. If the 
Korean war drags on, the Government 
may add 3 or 4 billion dollars, but 

largely in the form of com- 











a handy way to get some extra mitments to pay for new mili- 
revenue in the next five years. tary equipment when deliv- 

Budget deficits, more and MORE RED INK IN BUDGET ered. Payments for these goods 
more, are causing concern, be- Year ended Year ending will stretch over into fiscal 
cause overspending by Gov- ape A a ea 1952, and add to budget out- 
ernment tends to feed inflation. Revenue lays in that year. 
Already, there is a run on ae anaes a paren Congress will consider the 
goods by civilians who fear bedahabieli taxes (net) 785,000,000 810,000,000 outlook for fiscal 1952 as well 
that war will shut off supplies. Customs 423,000,000 434,000,000 as for 1951 in shaping tax 
(See page 11.) Military buy- Other revenue 1,432,000,000 1,237,000,000 policy. 
ing, if stepped up, will add to Tax refunds (deduct) —2,160,000,000 = —2,034,000,000 Foreign aid, including mili- 
the upward pressure on prices. Total revenue 37,045,000,000 37,545,000,000 tary assistance, also is expected 
The whole picture makes Con- ail to rise in cost. These programs 
gressmen wonder if this, after weaiuibies probably will involve 5.2 bil- 
all, is any time to cut taxes. — defense spr re pres nese lion dollars in the new fiscal 

The budget, thus, suddenly — pyres 5719.000.000 year, against 4.6 billion in the 
takes on new importance. The Interest 5.750,000,000 5,625,000,000 year just closed. Assistance 
table on this page shows what Farm aid 3,049,000,000 2,250,000,000 programs fell behind schedule 
happened in the year just Social Security 1,974,000,000 2,250,000,000 last year, which means. that 
closed and the outlook for the = ne Peptic Hpenpapeonis some of the costs will go over 
new year. — to this year. 

In fiscal 1950, the year that Senet pe oe iene Aid to veterans probabl) 
ended June 30, Treasury books Budget deficit 3,122,000,000 3,848,000,000 will drop in cost to 5.7 billions. 
showed this result: 800 millions below 1950. The 





48 


U. S. NEWS & WORLD REPORT 











Lh 





Ort 


,278.- 
ite. 


ean 


taxes, 
That 
than 
and 


ill be 


least 
226.- 
This 
illion 
Law- 


848 - 
in in 


ever, 
joney 
, and 


it is, 
vices 
-hind 
pay- 
ot of 
- will 
idget 


laced 
illion 
the 
ment 

but 
com- 
mili- 
eliv- 
oods 
fiscal 


out- 


the 
W ell 


tax 


mili- 
cted 
rams 

bil- 
iscal 
_ the 
ance 
dule 
that 
over 


ably 
ions, 


The 


ORT 








Working hours...9 05 
Earning hours...around the clock 





How men and women in every occupation 


keep their surplus dollars on the job 24 hours a day 









There’s no time limit 
on dollars at work ... when 
they’re invested in industry. Invested 
dollars work 24 hours a day; they create jobs, build 
new factories, produce new products, add to the nation’s 
wealth. And, when industry prospers, they also earn 
around the clock for those who invested them. 











The millions of people, in every trade and profession, 
who have purchased the common stocks ot America’s 
great corporations are part owners of those companies 
...and have a direct interest in their operations. An 
investor in any company knows some years produce 
more in dividends than others; some may produce none. 











He knows, also, that prices of companies’ stocks 
bought and sold by investors through the facilities of 
the Stock Exchange reflect the varying fortunes of 
these businesses, as well as investors’ opinions ot how 
much the stocks are worth to them. 










To those seeking to employ their surplus funds in 
industry, the New York Stock Exchange says: get the 
facts before you invest. Factual intormation issued by 
companies listed on this Exchange is available 
to everyone; use it as the basis for your 
every investment decision. 











“appease 


Lnvest wisely... through a Member Firm of the 


New York Stock Exchange 








; 














J.P. MORGAN & CO. 
INCORPORATED 
NEW YORK 
Condensed Statement of Condition June 30, 1950 
> | 
ASSETS 
| Cash on Hand and Due from Banks........ $141,583,767.70 
| | United States Government Securities...... 253,330,511.29 
| State and Municipal Bonds and Notes...... 37 765,955.76 
| Stock of the Federal Reserve Bank.......... 1,500 ,000.00 


Other Bondsand Securities (including Shares 
of Morgan Grenfell §& Co. Limited and 


| 
1 | Morgan § Cie. Incorporated)............. 12,443 459.35 
| | Loans and Bills Purchased...............0++ 180 923,758.32 
| | Accrued Interest, Accounts Receivable, etc... 2.309 948.53 
ee Se Oe eer ey 3,000,000 00 
H Liability of Customers on Letters 
| of Credit and Acceptances.........s.ssee 9 367 009.43 
$642,224 470.38 
| ——— 
LIABILITIES 
Deposits: U.S. Government § 49,499,878.88 
Gil OGRE. ..5.< 508 317 780.24 
Official Checks Outstanding 9,208.674.85 $567,026.333.97 
Accounts Payable, Reserve for Taxes, etc... 4,129 954.40 
Acceptances Outstanding and Letters of 
™ SNE NIRS 86 451555, ca nas ae eae ene ae 9.709 284.80 
SN es eal ain Ais 5 dcsAaip awe-binsen a Kleine Sig Weld eee 20,000,000.00 
DUPPIUE ...... i ve eh ave alors ea hare oe lave ariel wees 30,000 000.00 
SNE IONE S a6. 6. a00he'wv:00005-5.b:dee belies 11,358,897 .21 


$642,224 470.38 


United States Government securitics carried at $66,678,830.40 in the above 
statement are piedged to qualify for fiduciary powers, to secure 
public monies as required by law, and for other purposes. 
Member Federal Reserve System 
Member Federal Deposit Insurance Corporation 






























Check THESE 


PROFIT FACTORS 
IN SAN ANTONIO 


If you're a distributor, wholesaler, manu- 
facturer, check the advantages offered by 
locating in San Antonio. 

San Antonio enjoys a huge, rapidly grow- 
ing national and international market. Diver- 
sified sources provide income for a consist- 
ently stable economy. 

In San Antonio you have cooperative skill- 
ed and unskilled labor . .. an equable climate 





Then Think Of 





Labor-Management Relations 
Are“ Tops” In Maine. 


for better living . .. lower building construc- 

si | tion and maintenance costs ... ample natural 

Maine Workers Are “Producers”. | gas... low electrical rates... numerous raw 

‘ | materials ... pure water... favorable tax 

: | structure... no state sales or income tax... 

Dependable Rail, Air, Truck And | spacious, inexpensive industrial sites near 
Water Transportation Facilities. residential areas. 

Py San Antonio has the welcome mat out for 


you. Inquiries held in strict confidence. Spe- 
cial surveys will be made to give you the 
facts you need. 

Manager Industrial Department 


CONFIDENTIAL 
Ask one of our ind 
s to cal 


ecili 


if 
on y problem G | 
MUNICIPAL INFORMATION BUREAU 
770 Insurance Bidg., San Antonio 5, Tex. 4 


Write today for a FREE 
booklet and information 
on Maine's industrial ad- 
vantages. Your request 
will be confidential 


MAINE DEVELOPMENT COMMISSION 


State House + Augusta 5, Maine 











Finance Week 





number of veterans drawing readjust. 
ment benefits is diminishing. 

Interest on the public debt, because of 
a change in bookkeeping, is likely to 
cost a little less in the new year. 

Aid to agriculture, which cost more 
than 3 billion dollars in fiscal 19509. 
should involve no more than 2.25 billions 
this year. Difference is largely in farm 
price supports. Acreage allotments and 
marketing quotas have been reduced, so 
that crops probably will be held down, 
Also, there are fewer crops on which 
price supports are required by law. 

Social Security programs probabh 
will rise moderately in cost. Tliese out- 
lays keep rising year after year 

Public works, unless curtailed because 
of war, are likely to cost a bit more this 
vear than last. 

Other costs, covering a multitude of 
federal agencies and programs, are ex- 
pected to rise 800 million dollars to more 
than 5 billion. 

Public debt rose 4.6 billion dollars, to 
257.4 billion, in fiscal 1950, and will in- 
crease to at least 259.3 billion by the end 
of fiscal 1951. To keep debt from going 
higher, the Treasury will have to reduce 
its cash balance by 2 billion dollars. 

These spending figures assume only a 
limited war. All-out war, if it should 
come, would scrap this whole budget 
picture. Even at best, the Government 
faces a period of growing budget prob- 
lems. 

To the taxpayer, trying to figure out 
where he stands, this budget outlook 
holds some important clues. 

Excise cuts, if they come, may not be 
as generous as those voted by the House. 
Nor should taxpayers count on retain- 
ing any excise relief that may be voted 
this year. If war produces a major in- 
crease in military spending, Congress 
might reverse itself and put excise rates 
back to, or even above, present levels. 

Corporate tax increase still draws 
opposition from some influential Sena- 
tors, but appears to be picking up 
strength. Any excise cut that may be 
voted this summer probably will be ac- 
companied by a corporate increase. The 
formula adopted by the House may yet 
be approved by the Senate. That bill 
would cut the taxes of companies earn- 
ing between $5,000 and $167,000, and 
raise rates on those earning more than 
$167,000. Increase in revenue would be 
more than 400 million dollars a year. 
This proposal has the support of Treas- 
urv Secretary John W. Snyder. 

The Mills plan to speed up the sched- 
ule of corporate tax payments stands a 
chance of staying in any tax bill passed 
by the present Congress. By gradually 
bunching payments into two installments 
a year instead of the present four, this 
provision would pick up an average 0 
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40 million dollars a year in additional 
just- enue during the next five years. Idea 
-not to raise taxes, but merely to get 
‘eof ff.. money in faster. This plan gets Mr. 
y to. Be ders endorsement as a “desirable 
x reform.” 
nt loopho/es in present tax law, assum- 
90, Besa tax bill of any sort becomes law 
lions sis year, probably will be closed. Col- 
‘arm es and other exempt institutions, al- 
and ost surely’, will be required to pay taxes 
1, so , their “unrelated” business income. 
—e ‘apital-gains tax rules probably will be 
hich ightened. But, war or not, Congress is 
bh t likely to take away any of the deple- 
¥ 7 gon allowances that tax laws now offer to 
= J and mining companies. These allow- 
ces are aimed at compensating such 
ye mpanies for using up their resources. 
_ Excess-profits tax is not being con- 
sal idered seriously at this time, and prob- 
ex. ply will not be unless U.S. gets into a 
nore major war. 
Personal taxes, for the present at 
s. to ast, will stay where they are. 
| in- Estate and gift taxes are not likely to 
end $e changed. Secretary Snyder has _re- 
ping yuewed his demand for higher rates, but 
luce pte apparently is finding little support in Mg 
Congress. ¢ | SNe \ F . 
lv a A veto, almost surely, awaits any tax we. / le 
yuld |bill that comes up with a net loss in 4+ 
get frevenue. Chances of getting the necessary i 5 | 
nent [two-thirds vote of the House and Senate 


rob- to override such a veto are diminishing. 
Many members of Congress, in periods 
out fike this, are inclined to go along with the 


on 4 western ranch Ts Yea, 








look President S estimate of revenue needs. High, wide and handsome 
Congress itself is much more sensitive fic W itself 
t be fo revenue problems than it was just a as the Union Pacific West itse 
use. short time ago. Little is being heard now ... that’s how you'll feel 
ain- fot demands to pass a tax bill dealing . . : . 
: aPagT es | - tion 

oted with excises alone. The emphasis is shift- | on this so-different kind of vacation, 4 
in- fing to finding some new revenue. with action-crammed hours 
TESS All in all, the situation is not one and lazy, lazy leisure. 
ates [that promises an easier tax burden any | : asad 

ime soon. Chances are strong that, if | There's hospitality, 
aws fexcises are reduced this year, Congress | Western brand, ahead... 
ena- fwill vote enough tax increases elsewhere | qu f 

up J that, as a group, taxpayers will find yw Te 

be fthemselves bearing a heavier burden, not 

ac- fa lighter one. Z - 

The For the present, however, new tax de- ; : a “Dude Reames Ct "Weer, 

ih il ace tn Ces snnieiain: “hes th an write Union Pacific Railroad, Room 374, Omaha 2, Nebr. 


bill thought of going immediately to a war- 
am- filme tax basis. Any deliberate effort to 
and drain off excess purchasing power by 
han fhigher taxes is not yet in the cards. 

| be The Senate Finance Committee is go- 
eat. gng ahead with hearings on the tax bill 
eas: Passed by the House, just as if nothing 
ad happened to change the budget and 
ied- Bpending outlook. However, Senator 
ls a Walter F. George (Dem.), of Georgia, 
sed Flairman of the Senate Committee, has 
ally fade it clear that he will be prepared to 
ents ithdraw the whole bill on a moment's 
this 3 tice if the war crisis takes a turn for 
> ot ue worse. 
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What you as a businessman CAN and CANNOT do 
as a result of federal court and administrative decisions: 


YOU CAN now appeal to the Na- 
tional Labor Relations Board for pro- 
tection against union violations of the 
Taft-Hartley Act, if you are a_ small 
manufacturer of machine tools. The 
Board, in a reversal of its policy, decides 
to take jurisdiction over such producers 
because their operations are deemed es- 
sential to firms in interstate commerce. 


YOU CAN count as a capital gain 

the amount received from an ac- 
counting firm as the purchase price for 
vour accounting practice. The Tax Court. 
ruling to that effect, includes amounts 
paid for good will as eligible for the 
capital-gains tax. 


* * 


YOU CAN perhaps deduct from 

vour income for tax purposes amounts 
contributed to the support of another, 
even though you have no record of the 
exact contributions. The Tax Court al- 
dependency credit 
support re- 


lows taxpayer a 
where he contributed all 
quired by a sister-in-law, but where there 


was no exact record of contributions. 


YOU CAN get from the Commodity 
Credit Corporation complete — in- 
formation about goods that can be 
bought from the Corporation this month. 
CCC announces quantities and prices of 
commodities that are available. 


YOU CAN obtain information about 

the revised exemptions under the 
Wage-Hour Act for retail and service es- 
tablishments. although the new interpre- 
tive bulletin still is not issued. The 
Wage-Hour Administrator outlines the 
requirements to be met by such concerns 
to qualify as exempt. 


YOU CAN, under some circum- 

stances, get court assistance in your 
efforts to continue doing business with a 
firm tied up by a strike. An appeals court 
holds that secondary effects on a neutral 
company may be a valid reason for out- 
lawing primary picketing as an illegal 
secondary boycott. In apparent con- 
tradiction of Labor Board rulings, the 
court holds that picketing became secon- 
dary when it was used to induce a neu- 


tral emplover to stop doing business with 
the struck firm, despite the fact that the 
picketing occurred near the struck plant, 


% * * 


YOU CANNOT ordinarily get 

Government supply contract with- 
out showing that you are qualified eithe 
as a manufacturer or as a regular dealer 
The Public Contracts Administrator dis. 
qualifies a corporation that has no manv- 
facturing facilities or active inventory for 
sale, although it has been doiiig business 
with the Government for vears. 


YOU CANNOT, in every case, safel 

discharge supervisory employes 
for engaging in union activities, National 
Labor Relations Board finds that a 
assistant foreman. fired after he refused 
to give up his union work, is not a super 
visor within the meaning of the Taft- 
Hartley Act and therefore cannot be 
forced to stop his union activity. 


YOU CANNOT export contractors 

wheel-type tractors of 50) horse- 
power or more to any country except 
Canada without a validated export | 
cense. The Office of Industry and Cor 
merce tightens export controls on. suc 
tractors and their parts. and on_ iono- 
sphere recording machines. At the sam 
time it eases restrictions on rubber ai 
balata “V"-type belts and unbleached air- 
plane cloth and balloon fabric. 


Eg YOU CANNOT, during the first yea 

of a certification, refuse to sign 
union contract just because a decertifi- 
cation proceeding is pending. NLRB 
holds that an emplover violates the good: 
faith bargaining requirement of the Tatt 
Hartley Act when he decides not to sig 
an agreement for such a reason. 


YOU CANNOT make sure of avoid 

ing the federal estate tax simply | 
creating a transfer in trust prior to youl 
death. The Tax Court holds that sucl 
transfer made by an aged sick man fo! 
the avowed purpose of avoiding income 
taxes is a substitute for a will and that 
therefore, the value of the trust must b 
included in the estate as a transfer Il 
contemplation of death. 





Conclusions expressed in these paragraphs are based upon decisions and rulings | 


yt 


courts and Government bureaus. In making their decisions. courts and bureaus consider 
many facts which, for reasons of space, cannot be set forth in detail. U. S. News & Wort? 
Report, on written request, will refer interested readers to sources of this basic materia 
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Business Around the World 








LONDON...-ePARIS....THE HAGUE....BONN.... 





>> As Western Europe reorients its thinking to the new facts in Korea-- 

New possibilities of war demands on the U.S. economy have to be weighed. 

Will Marshall Plan aid to Western Europe be cut down because of shortages 
in the U.S.? Can Western Europe help to Supply the U.S. with war goods? 

Will the U.S. strategic stockpile become instead a pipe line? Will there 
be a step-up in buying of strategic materials? If so, in which commodities 
and where would the new buying be felt? 

These are the kinds of questions European businessmen are asking. Clear- 
cut answers are impossible this early. But, by and large, these Europeans see 
some new business possibilities, barring a full-scale ware 











>> Western Europeans figure the new situation this ways 

Timetable of U.S. aid to friendly countries will be speeded up. Europeans 
don't expect to suffer from diversion of economic aid to the Asian area. 

Full Marshall Plan aid is likely to sail through the U.S. Congress easily 
now. And a full share should come to Western Europe. 

Dollar appropriations no longer worry the Europeans. Any concern there is 
revolved about possible shortages of goods that might develop in the U.S. It 
won't do the Europeans much good to have dollars to spend if things go short. 

Second thoughts, however, are that the flow of Marshall Plan goods to 
Furope won't be seriously interrupted for some time to come. 

Major items being bought in the U.S. with Marshall Plan dollars this year 
are machinery, grains, iron and steel products and cotton. 

Machinery is pretty much of heavy types, much of it custom built. It will 
be delivered. If the U.S. has to retool for war, Europe now is in a position 
to make much more of its own machinery than a year or two ago. 

Grains will be bought less and less in the U.S. this year. European crops 
look good. War or no war, the tendency is to buy grain outside the U.S. 

Cotton seems to be in ample supply in the U.S. It's true, though, that 
U.S. cotton stocks are nothing like so high as before Pearl Harbor. 

Steel products are fairly hard to buy in the U.S. already. Bottleneck 
would develop early if a big defense program were started. But Western Europe 
is well fixed for steel now, will be able to take care of more home needs. 

Aircraft buying in the U.S. by Europeans may have to be curtailed rather 
quickly, if things don't brighten fast in Korea. Plane plants may get crowded. 

But most things the Europeans need from the U.S. won't present problems for 
@ while at least. Their buying in the U.S. is on the downcurve anyway. They 
have been planning to cut buying as the end of the Marshall Plan approaches. 

(over) 
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BUSINESS AROUND THE WORLD-- (Continued) 


>> Stepped-up preparedness in the U.S. may help European exportsS.eece.e 
Steel could be sold in larger quantities in the U.S., perhaps. 
Scrap metals could flow in a bigger stream from European ports to the U.S, 





Precision equipment and optical instruments might be bought in Germany, 





Sweden and Switzerland. 
Western European factories could be used extensively to break U.S. bottle- 
necks that might develop. But much would depend on how threatening Russia will 





be in Europe. Russia won't like Europe as an arsenal of democracy. 


>> Europe's colonial areas clearly will benefit from the Korean affair..... 
U.S. stockpiling is certain to become more active. There will be less 





concern about upsetting commercial markets through stockpile buying. 
Many of the 69 strategic materials listed for stockpiling are found in the 
British Empire and the Belgian Congo. A few are found in the French Union 
(for example, graphite in Madagascar) and Dutch colonies (bauxite in Surinam). 
Switch in U.S. policies is likely to put more emphasis on buying of 





Strategic materials from distant, and especially Pacific or Asian, sources. 

For example, further build-up in stockpiling of natural rubber and tin 
is in the cards even though the U.S. now kas considerable stocks of both. 

Also, sisal from Indonesia and British East Africa, abaca from the Philip- 
pines, chromite and manganese from India and Africa will be in greater demand. 

Copper, zinc and lead buying may not be pressed so hard. These are 
available in large quantities nearby in Canada and Latin America. 

Colonial areas, thus, stand to be big dollar gainers from increased U.S. 
stockpiling to result from the Far Eastern crisis. 




















>> Western Germany now is reaching out for bigger trade with Latin America. 

This move has been expected for some time. 

If war doesn't get in the way, this means the beginning of major competi- 
tion--especially for American and British exporters to the Latin republics. 
U.S. and Britain have had the lion's share of this business ever since the war. 

In the late '30s, Germany managed to displace Britain as the second biggest 
exporter to Latin America. In 1937, for example, Germany supplied 15 per cent 
of the Latin-American imports, and Britain, 13 per cent. The U.S. was way out 
in front with one third of the Latin-American business. 

In 1949, Western Germany sold only 28 million dollars' worth of goods in 
Latin America. The U.S. sold a hundred times as much, and Britain, 20 times. 
the Germans have completed Several big trade deals. 








But, now 
Sere nateeeeenaemnetis 
With Argentina, Western Germany will exchange 240 million dollars in goods. 


German iron, steel, electrical and other manufactured goods will be balanced off 





against Argentine hides, grains, linseed oil and frozen meat. 
With Brazil, Western Germany agrees to a trade volume equivalent to 230 
millions within one year. Deal here is for coffee, tobacco, hides and sisal, 





against German manufactured goods and some raw materials. 

With Colombia, Western Germany revises last year's trade agreement and ex- 
pands it to provide for a 40-million-dollar exchange. It's mostly coffee, against 
German machinery, vehicles, tools, electrical Supplies and precision instruments. 

Significant point is that Germany feels ready to tackle Latin America in a 
big way for the first time since the war. Germany no longer is just a junior 








partner in the foreign-trade business. 
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i Plus and Minus 


— 
INDICATORS OF BUSINESS ACTIVITY 








Commodity prices have risen to their : sirens Passenger autos produced in June 
highest in more than a year, as the Production for Civilians, totaled 718,000, exceeding the May 
fear of shortages growing out of Prewar and Postwar record by 136,000. Still higher out- 
war spending begins to grip busi- | ition put of automobiles is scheduled for 
nessmen and consumers. Units [] Prewar August. 

Sensitive commodities climbed to (53 Months to Dec., 1941) Steel output in June amounted to 8.3 
9272 on the Bureau of Labor Statis- 20 awl ts te, any million tons, making a total of 47 

jonths to April, 







million for the half vear. 
Builders were doing construction work 
at a record rate of 26.4 billions per 


tics index on July 5, highest since 
March, 1949. From the start of the 




































Korean war to July 5, hog prices 15H 
rose $3.62 per 100 pounds, steers z vear during the month of June. 
$1.25. Wool and lard were up 9 New homes were going up at an 
cents per pound; wheat and corn, 6 an 11.7-billion rate. 
| cents per bushel; rubber and coffee, Business expansion is speeding up. 
4 cents per pound. More stores and factories were be- 
Wholesale prices mounted to 159 on 5H ing built in June than in many 
the BLS index in the week ended months past. Machinery and equip- 
July 3, highest since March, 1949, ment purchases of business turned 
and only 6 per cent below the 1948 0 ie up in the second quarter. 
peak. Sharpest gains were in farm Auto- | Electric } Washing } Ranges, | New Postwar production for civilians, 
products and foods, but industrial mobiles a Machines ban Homes shown in the top chart, has pro- 
goods joined the advance. abi | vided millions of new homes, autos 
Inventory buying evidently is at a © 1950. By U.S. News Pub. Corp Soarce:' Commerce Dept and household appliances for con- 
high rate. sumers. The most urgent needs have 
Bank loans to business increased 63 The public, even without the war been filled. Unless a major war ef- 
millions during the week ended scare, has been stocking up on dur- fort is required, shortages like those 
June 28 and were 240 millions able goods. Installment credit during the 1946-48 period are not 
above June 1. granted by merchants in May likely to develop again. 
Inventories, totaling 55 billions on totaled nearly a_ billion dollars. Agricultural surpluses, moreover, are 
May 1, were built up during May. Credit extended by auto dealers was a brake upon price advances in 
Retailers generally put more goods 25 per cent greater than a year ago. farm commodities. Price-support in- 
on their shelves. Manufacturers Other merchants extended 18 per vestment of the Government totals 
added 300 millions. cent more. 3.8 billions, including 2.6 billions in 
Imports, consisting largely of raw ma- Employment gains are lifting per- farm commodities and another 1.2 
terials and foodstuffs, jumped 13 sonal incomes and stimulating con- billions in commodity loans. 
per cent in May to a rate of nearly sumer buying. Civilian jobs climbed Inflationary pressures, nevertheless, 
8 billion dollars per year, a level to 61.5 million in June, are likely are greater now than at any time 
exceeded only twice before. Larger to rise further to a record in July. since 1948. The key to the amount 
shipments of tin, copper, lead, Production, meanwhile, is immense. of price rise lies in the size of the 
chrome, woodpulp and newsprint Factory output, still at 204 on the in- U.S. military and foreign-aid pro- 








came into U.S. ports. dicator, is above the 1948 peak. gram. ! 










J ATOR KLY) 


























OFFICIAL INDEXES * (monTHLY) 
(1935-39=100) | | eae eee ste, Pan | | | | | | | | | | 
| ES Se | afte fe: | 





* ADJUSTED FOR SEASONAL VARIATION 
| | | 






| 






















+ 
1] | | | | iyi | 

| | DEP’T- i 

T7777 STORE fT IN cf, / 





FACTORY PRODUCTION 
FRB) X 


250 a 






+++ 























me 
4 
FACTORY wages 








mon 
RETAIL TRADE 
COMMERCE 





PRODUCTION 


| 
| 

| | 
| | 
} 














| | 
SSasSe5 805° 








mennene 
TTT | 


} if 
Ty] || 

















| | 
MARCH APRIL «MAY =—sWUNE. JULY 


© 1950, By U.S. News Pub. Corp 


55 


| 














00 
1940 1941 1942 1943 1944 


ORT) JULY 14, 1950 








U.S. News & World Report 


As 3 3 


(This page presents the opinion of the Editor. The news pages are written by other staff members irrespective of these editorial views.) 





JULY 14, 1950 


FOR SECURITY: MOBILIZATION NOW 


BY DAVID LAWRENCE 


HE UNITED STATES cannot afford to rely on guesses 

as to what the Kremlin may or may not do about 
starting a third world war. 

The American people cannot entrust their safety to 
finely spun theories as to why the Soviets are not ready 
now or may not fight till 1951 or 1955, or why the 
Communists do not have the resources to win a war 
against our productive power, or why there will be no 
general war because of the many plausible reasons so 
glibly offered by wishful thinkers nowadays. We can- 
not take chances. 

There is only one way to assure absolutely the secur- 
ity of the people of the United States. It is to begin to 
mobilize now and stay mobilized until the Red armies 
are demobilized and the Russian military and police 
forces have been withdrawn from all states not ac- 
tually under the sovereignty of the Soviet Govern- 
ment. The bold aggression by Soviet Russia in Korea 
is a danger signal we should not ignore or minimize. 

Even limited mobilization will, of course, be costly. 
But it will not be as costly as the loss of millions of 
American lives through failure to appraise properly the 
fact that an irresponsible government exists which to- 
day threatens the peace of the world. It keeps us in 
constant fear of a surprise attack in a dozen areas of 
the globe. Already France is involved in Indo-China, 
Britain is involved in Malaya, and the United States 
is involved in the defense of Korea and Formosa as 
well as of Greece and Turkey. 

What is the price the American people are willing 
to pay for safety? 

The answer is: any price. This means an enlarged 
federal debt and sacrifices on the economic front. But 
life itself is more precious than material things. Hence 
there should be no hesitation to assure the safety of the 
American people by whatever means are available. 


The Korean war has caught America off guard. 
Man power in our army, navy and air forces has been 
demobilized to a danger point. Already the chorus of 
“I told you so’s” is tragic to hear. For the Administra- 
tion put its faith in “strategic bombing,” spent most 
of its money for heavy bombers and discarded as obso- 
lete the very fighter planes so sorely needed now to 
support our ground forces in Korea. 

Again and again attention has been called in vain 
during the last two years to the errors of the Truman 
Administration in scuttling and demoralizing the 
Navy’s aviation program and neglecting the needs of 
tactical aviation for our ground forces in order to allow 


the proponents of heavy bombing to get the bulk of 
the appropriations for planes. Now we are trying des- 
perately to ferry across the Pacific on “flat tops” the 
F-51s—fighter planes which are so useful in Korea be- 
cause of their maneuverability. It will take weeks to 
get them to Korea. It will take many more weeks to 
get out of “mothballs” the aircraft carriers whose 
planes are so adept in supporting ground troops—they 
served as a tactical air force on Okinawa. 

Likewise, the U.S. Marines—America’s only com- 
pact amphibious force has been sequestered entirely in 
continental United States. It should have been sta- 
tioned with adequate shipping in Guam or Okinawa— 
near the trouble zones. It should never have gone 
below 150,000 men. A division of Marines is the most 
completely integrated and equipped force of troops in 
the world—with its own aviation, its own artillery, its 
own tanks and its own air and ground control system 
of communications. Was it “economy” or service jeal- 
ousies that whittled down the Marine Corps from 486,- 
000 men in 1945 to 71,000 today? 

The Administration must take the blame for these 
egregious mistakes. 


The American people must not be the victims 
of any further blunders. 

Reactivation of our military forces now is impera- 
tive. The use of the draft law ordered last week by the 
President is the first of a series of steps to build up 
man power. These steps should go hand in hand with 
a psychological crusade based on the philosophy of 
friendship for the Russian people as distinguished from 
the Kremlin. Mobilization of both military force and 
moral force is necessary to impress not only the Rus- 
sian people but also the peoples of the satellite states 
so as to encourage them to throw off the yoke of their 
tyrannical rulers. 

Such a mobilization now will encourage the free 
world and particularly the peoples of the democracies 
in Europe who are helpless without our aid. 

Let’s not wait for the years to roll by before getting 
the North Atlantic military assistance program for Eu- 
rope into operation. Let’s mobilize this very year. Then 
we will be in a position to require demobilization of 
the Red Army and the setting up of free governments 
in the world that will assure peace. It will be too late 
for us to mobilize when the enemy has completed his 
program of starting a series of local wars and then, with 
our strength dispersed, launches a general attack. 

The time for mobilization is now. Let’s play it safe. 
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Of Topmost Choice 


When you take your first reveal- 
ing sip of OLD TAYLOR, your 
search for a really choice bour- 
bon will end right there. From 
then on you’re sure to make 
OLD TAYLOR your topmost 
choice. It’s that kind of bourbon! 
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O; A HOT SUMMER DAY what a pleasure 
it is to step into the inviting coolness 


of one of Pennsylvania Railroad’s air-con- 
ditioned cars! Enjoy the clean, dust-free, 
quiet comfort of air conditioning at any 
and all seasons...on the largest fleet of 


air-conditioned trains. 


Not only that, but your train gives you priv- 
ileges offered by no other form of travel... 
room to relax... room to roam... the restful 


ease of thoughtfully designed appointments 


- thanks to Aur Condltioning 
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WHATEVER THE WEATHER 
... 3 Combtortable laside 





. the opportunity to enjoy a selection of 
delicious foods unhurriedly, graciously served, 


in cheerful surroundings. 


There’s new smoothness, too, in your ride on 
trucks of improved design. Diesel locomotives 
now extend all-electric power every mile of the 


way on through trains between East and West. 


And, as always, Pennsylvania Railroad con- 
tinues its search for the new, every day of the 


year... for your added travel comfort. 


\® PENNSYLVANIA RAILROAD \®& 


Go by Train... Safety— With Speed and Comfort 

















